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You too, can keep closer tab on 
your personal affairs. Why de- 
pend on memory and _ scattered 
data for answers to personal finan- 
cial questions, when Mi-Reference 
places such a means at your finger- ; 
tips—makes it possible to know 4 
where and how you stand now— 
or any time? 


Mi-Reference records infarmation 
on your personal affairs in a ready 
and simple form, easily kept, in a 
condensed manner, for daily ref- Se 
erence. 
Mi-Reference has been on _ the | 
market since 1924. Thousands are 
now in daily use throughout the 
world. Tried and tested for 15 
years—it merits your attention— 
and use! 


Yours for Ten Days 
Trial! 
MI-REFERENCE 


provides a permanent, perpetual in- 
ventory of all assets and liabilities. 
Instant access to every reference need 
—no brain-racking figuring to deter- 
mine your net worth. No knowledge 
of bookkeeping systems is necessary. 

MI-REFERENCE is a handsome, handy 
three ringed loose-leaf heels. Celluloid index 
tabs. Twelve different forms, page size 
5%” x 84". 

REGULAR EDITION—Embossed flexible 
Leatherette binder, 1%” ring, with 100 
sheets, price $4.50 postpaid. 

DE LUXE EDITION—Beautifully em- 
bossed genuine leather binder, 1” ring, with 
200 sheets, price $8.50 postpaid. 

DE LUXE JUNIOR EDITION—Beauti- 
fully embossed genuine leather binder, 4” 
ring, with 100 sheets, price $6.50 postpaid. 

An examination will prove the 
great value of MI-REFERENCE to 
you. Ask to see it—give it a trial— 
and if you are not entirely satisfied 
with the book, return it. 

Attach this coupon to your letterhead 
and mail! 

..Regular Edition Mi-Reference @ $4.50 

..DeLuxe Edition Mi-Reference @ 8.50 

..DeLuxe Junior Edition Mi-Reference 


Keep personal finances in @ 
MI-REFERENCE book — “private 
secretary" that records income, divi- 
dends, interest. Twelve separate 
sections for stocks, bonds, insurance, 
notes, real estate, etc. Simple, com- 
pact, permanent, complete. Thou- 
sands in use. 
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_ We Offer this Statement of our Basic Policy — 


To Every Investor and Speculator 


. Our customer’s interest MUST come first. 


Upon our ability to satisfy him rests our 
chance to succeed. 
Our business deals with people and their 


money. This creates financial and ethical re- 
sponsibilities which we accept completely. 


. Eliminating all expensive frills which do not 


make a direct contribution to the funda- 
mental requirements of our customers, we 
offer simple offices, competent manpower 


and efficient, impartial service. 


. When our relationship with a customer is 


other than that of a commission broker, the 
fact will be made known before the transac- 
tion. When supplying printed reports con- 
cerning a security in which the firm is not 
acting as principal, we intend to indicate 
the extent of the aggregate direct and in- 
direct ownership, as of the date of the re- 
port, by the firm and its general partners. 
The purpose of such disclosure is to help 


their success in satisfying the service re- 
quirements of customers—thus eliminating 
conditions which indirectly create pressures 


to increase the trading of customers. 


We think it is impossible for us to operate 
successfully as investment counsel. There- 
fore all reports issued by our Research De- 
partment will be limited to facts—absolutely 


ungarnished with advice. 


. Our partners and managers are available 


for consultation with all customers, large or 


small. 


. During periods of extraordinary activity, 


no new accounts will be opened on any day 
when the volume of trading at any time 
indicates that the facilities of the firm may 


be overtaxed. 


. Our working capital position will at all 


times exceed the requirements of the law, 
the New York Stock Exchange and other 


the customer estimate the possibility and exchanges, and our financial statements will 7 
extent of bias on the part of the firm in its be issued in a form designed for maximum 
presentation of facts relating to a particular clarity and understanding. 1 
security. 
y 10. We heartily support the laws and other con- 
5. Salaries of our Registered Representatives trols designed to protect the investor by ¢ 
(Customers’ Men) are related primarily to preventing manipulation and fraud. t 
We have offices in 38 cities, memberships in 27 exchanges, 12,000 miles of leased wires. tl 
These facilities represent the mechanics by which we deliver efficient service. If you would ¥ 
like to know more, we suggest that you write for a copy of “A Declaration of Policy”. ‘ 
st 
MERRILL LYNCH, E. A. PIERCE & CASSATT s 
Brokers of Securities and Commodities | - 
Underwriters and Distributors of Investment Securities is 
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INDUSTRIAL BOOM BEGINS! 


Multi-billion-dollar defense commitment makes unavoidable an intensive 


industrial expansion which is to be speeded up as rapidly as it can 


be accomplished in order to bring our defenses to the maximum point. 


hether war continues in Europe 

or is shortly to lead to a forced 
peace, the United States is definitely 
committed to an unparalleled defense 
program the size of which staggers 
the imagination. Immediate plans 
call for the expenditure, even on a 
modest estimate, of $7 billion. It 
would take several hundred Methuse- 
lahs more than the biblically recorded 
span of his life, 900 years, to count 
all this money which is to be quickly 
fed into the insatiable maw of our 
modern war machine. 

Nor can it be said with any cer- 
tainty that this outlay will end at this 
huge sum that has already been set. 
For as the years go on, and if per- 
chance the Germans’ powerful mili- 
tary machine expands instead of 
cracking under its own great weight, 
our defenses will have to do more 
than merely keep pace with it. Other- 
wise we will never feel safe in our re- 


_ solve—that the foes of democracy 


must keep off of American grass and 
stay off. 


SPEEDY SPENDING 


Seven billion dollars is to be the 
immediate expenditure. An objective 
is intense speed to get us into a maxi- 
mum condition of preparedness. It 
is well to keep this picture clearly in 
mind. Then it becomes possible to 
approximate what it means to our in- 
dustrial activity. 

Under analysis it becomes plainly 
apparent that whatever happens in 
Europe, the United States in the 
meanwhile definitely confronts an in- 


JUNE 26, 1940 


By LOUIS GUENTHER 


dustrial boom, the only factors yet to 
be determined being its extent and 
duration and the time needed to get 
it working on all cylinders. 

As only one phase of the program, 
it is said we will need immediate pro- 
duction of at least 50,000 additional 
planes. No hint or cue is needed to 
appreciate what material and man 
power will be required to turn out 
such a huge total. 

Then there are tanks and trucks. 
In number of units they can be hardly 
less than the aircraft requirements. 
Battleships, cruisers, submarines, and 
additional small types of naval equip- 
ment, together with all kinds of car- 
rier ships will be needed. Torpedos, 
shell casings, powder, cannons, rifles, 
anti-aircraft guns, all in large amounts 
will have to be speedily manufactured. 

All these are the requirements for 
either an active war or an adequate 
defense against a military might the 
like of which mankind never hereto- 
fore has had to cope with. 

Now, think, if one can, what this 
will demand in tonnage of steel, cop- 
per, nickel, molybdenum, aluminum, 
and other metals and alloys. 

When the defense program gets 
speeded up—as it will, for American 
industry is never lacking in the 
ability to handle any job intrusted to 
it—instead of there being wide unem- 
ployment there will be a shortage of 
many kinds of labor and possibly the 
necessity of a three-shift twenty-four 
hour working day. 

Even now with this program only 
scratching the surface, many plants 


already are operating at capacity. Ad- 
ditional plant capacity on a large 
scale must be provided as fast as it 
can be done. 

If the army is to be increased, as 
well as our naval and coast guard 
units, and particularly if government 
conscription is adopted, their addi- 
tional forces will have to be equipped 
with uniforms, knapsacks, food, living 
quarters and other essentials. 


BOOM BENEFICIARIES 


A gigantic defense program, of 
which a nation rich in resources is 
capable, has innumerable ramifica- 
tions, reaching out and penetrating 
every channel of our national activity ; 
industry, finance, mining, textiles, 
foods, agriculture and others. 

It will grow into an all absorbing 
boom and diffuse widespread partici- 
pation while it lasts—even if deep in 
the back of every analytical mind 
there are forebodings of what may 
happen when the inevitable readjust- 
ment comes. 

It is regrettable that the boom will 
be reared on the girders of destruc- 
tion. 

That, however, is the problem and 
the reckoning of a later day. Now we 
face a national crisis which calls forth 
our combined forces in a mutual effort 
to meet it successfully, and meet it 
we will whatever the cost. That cost 
can never be too dear when the liberty 
of a free people is at stake. 

We will all have to face increased 
tax burdens, for only out of the 
sweat and labor of a people can come 
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the money and production to provide 
the sinews of war preparation. But 
these taxes can only be furnished by 
the people out of what earnings they 
gain from their occupations or pro- 
fessions. This is an unalterable eco- 
nomic fact in a free country in con- 
trast with the state of near-peonage 
exacted by dictatorships where man 
lives half slave and only half himself. 


COMING ARTICLES 
Truck Companies as 
“War Babies” 

— 
Outlook for Coppers 


We need not here discuss the less 
favorable aspects an armament boom 
can develop. They are minor com- 
pared to the effects of the major eco- 
nomic and industrial expansion the 
United States has embarked upon. In 
dimensions it may outdistance the 
scope of our activities in the last 
World War, vast and all encircling as 
that struggle proved to be. 


WHAT ABOUT RETAIL TRADE TRENDS? 


Arms spending is the sunlight that should dispel what- 
ever mist has been obscuring the retail trade picture. 


ith business activity moving 

definitely higher, aggregate vol- 
ume of retail trade has continued to 
gain over like 1939 levels. Recent 
figures, however, have shown a les- 
sening of the rate of increase. 

According to a compilation of The 
New York Times, 28 leading chain 
store organizations—representing the 
mail order, grocery, drug, apparel and 
general merchandising fields — had 
total sales of around $295.4 million in 
May. This was a year-to-year gain 
of 7.8 per cent, but was below the 
January-May average of 8.5 per cent. 

Biggest increase of the group was 
scored by the two leading mail order 
companies. Here, sales were up 9.8 
per cent in May—which compared 
with 10.2 per cent in April and an 
average gain of 11.9 per cent in the 
first five months of 1940. Next in 
line was the grocery group, with a 
gain of 8 per cent, followed by the 
drug and variety stores. While de- 
partment store volume probably held 
about even with year-ago levels in 
May, seasonally adjusted indexes 
show some deterioration as compared 
with April. This is indicated, for one, 
by the Federal Reserve [Board’s 
monthly average of department store 
sales (1923-25100), which de- 
clined to 87 in May, from 89 in the 
preceding month. 

It is not hard to find the chief fac- 
tors in the retail trade picture during 
May. They were two: unseasonable 
weather and the great intensification 
of war activity in Europe. Not only 
was the month typified by extremely 
low temperatures, but it was one of 
unusually heavy rains as_ well. 
Weather of this kind is not conducive 
to purchases of spring and summer 
merchandise. As for the war situa- 


tion, it was probably less of a re- 
tarding influence than the weather. 
But it is demonstrable that many re- 
tail purchases were deferred as a re- 
sult. This was particularly the case 
along the eastern seaboard, where 
business has tended to run behind 
other sections of the country and 
where the European conflict strikes 
with greater psychological force. 
Regarding the war, it is natural 
that glances should be directed back 
to the 1914-18 period in an attempt 
to find a clue to the probable future 
of retail buying in the present con- 
flagration. In any such effort, it 
should of course be realized that the 
nation’s retail structure then was very 
different from what it is today. There 
were few great chain organizations: 
super-markets were unheard of ; many 
of the leading department stores were 
not yet incorporated in their present 
form; and several important indus- 
tries, such as the automobile, radio 
and mechanical refrigerator, were 
either virtually non-existent or only in 
an early stage of development. 
Where reasonably comparable, it 
will be found that operations of retail 
trade units traced the following gen- 
eral pattern during the World War 
years: (1) an uninterrupted volume 
increase to a peak in 1918; (2) a 
steady rise in net income through 
1917; (3) a decline in profits in the 
following year. The failure of earn- 
ings to follow sales into new high 
ground in 1918 was accounted for by 
mounting taxes and expenses, es- 
pecially wages. Woolworth’s experi- 
ence furnishes an example. Sales 
were $69.6 million in 1914 and 
reached $107.2 million by 1918. But 
operating expenses were up 73 per 
cent by 1918. Thus, profit, which 


stood at $5.4 million in 1914, ad- 
vanced to $8.4 million by 1917, but 
dropped to $6.2 million in the sub- 
sequent year. 

Insofar as retail trade is concerned, 
the current period might be likened to 
that of the World War years—which 
would indicate an expanding sales 
trend for some time to come and a 
rising level of earnings. Because of 
narrower profit margins, the latter 
factor may not keep pace with sales 
increases; but, under the circum- 
stances, earnings gains should be rea- 
sonably satisfactory. 

This is all predicated principally 
upon the effects of the huge national 
defense program that is now taking 
form. Attention has already been di- 
rected to the probability that arms 
spending will turn out to be a big 
factor in sustaining national purchas- 
ing power (FW, June 12). And 
while it is true that the lion’s share 
of such spending will pour into East- 
ern and Mid-western industrial areas, 
it is equally true that the favorable 
effects will eventually be felt in every 
section of the country. 


This all suggests that, despite re- 
cent unseasonable weather and the 
psychological shock incident to war 
developments since the second week 
of May, retail trade will turn in a_ 
good account of itself during 1940. 
Presently, for example, department 
store sales are showing a stronger 
tone. Volume here began the current 
month with gains of 10 to 20 per cent 
over a year ago and increases are 
understood to be continuing. Other 
retail trade divisions, moreover, are 
likewise beginning now to do better 
as compared with year-ago levels. 
As a matter of fact, it is entirely pos- 
sible that some classifications (‘such as 
the mail order, grocery chain and 
variety chain groups) will set new 
operating peaks for the year as a 
whole. 
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HOW “SAFE” ARE SEC MARKETS? 


The Securities and Exchange Acts were passed with 


the stated purpose of protecting the investing ‘pub- 


lic. In this article an investment banker of long 


experience discusses one important phase of the re- 


sultant “protection”. 


By E. M. Zimmermann 


hat the Securities & [xchange 

Commission had ‘‘made the mar- 
ket safe for the investor,” facetiously 
remarked to the owner of a “frozen” 
account during the recent hysterical 
markets, brought forth the caustic 
rejoinder “Yes, the SEC has made 
the market so safe for the investor 
that he can’t sell.” 

While it is common knowledge 
that the half-baked restrictions im- 
posed upon the securities markets of 
the country by the starry-eyed college 
boys in Washington have ruined their 
liquidity, the tests through which the 
exchanges have recently been passing 
have again brought home to investors 
and banks the painful reality that in 
periods of stress the markets are too 
thin to absorb volume selling except 
at tremendous sacrifice in price. Bids 
just fade away. The cushions, which 
in pre-SEC days so quickly became 
effective in stemming declines, are 
no longer in evidence. SEC protec- 
tion cost the investing public billions 
of dollars in the month of May alone. 


BOND LIQUIDITY? 


In no division of the securities mar- 
kets was the absence of liquidity more 
apparent than in bonds listed on the 
New York Stock Exchange. The 
absence of bids on this exchange 
forced loan-clerks to go to the over- 
the-counter markets for quotations on 
issues listed on the Stock Exchange. 
Restrictions designed to force the list- 
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ing of issues on the exchanges have 
had the opposite effect, that of driv- 
ing business to the “outside” market. 
The over-the-counter market 1s rapid- 
ly becoming the real market for 
bonds. 

The Fitch daily quotation sheet— 
which is the official printed compuila- 
tion of New York Stock Exchange 
prices—for last May 18 carried ap- 
proximately 600 rail bond issues; of 
that total there were no bids for over 
120, or about 20 per cent. The issues 
for which there were no bids were 
not confined to low grade classifica- 
tions. The AAA ratings suffered to- 
gether with the Ds, as exemplified 
by Chesapeake & Ohio Allegheny Di- 
vision 4s of 1989, which were offered 
at 118 without a bid. This issue is 
assigned the highest rating by the 
statistical agencies and is on the New 
York State list of bonds legal for sav- 
ings banks. Of the ten Atchison, 
Topeka & Santa Fe issues shown on 
the Fitch list there were three, or 30 
per cent, for which no bids were 
showing. Illinois Central made an 
even poorer appearance. Out of the 
twenty issues on the list, nine, or 45 
per cent, fell in the category of bonds 
for which bids were conspicuous for 
their absence. Some of the other out- 
standing examples are shown below : 

Rating Offered — Bid 


Santa Fe, P. & P. 5s, 1942 AAA 109s No. Bid. 
Scioto V. & N. E. 4s, 1969 AAA 120 ee 


Pitts. Y. & A. 4s, 1948.. AA 100 ss eee 
Cleve. & Pitts. 4%s, 1981 AA 106% “ 
Lex. & East. 5s, 1956... A 117% ‘ i 
Caro. Cleh. & O. 6s, 1952 A 107 oe 


The lack ot hquidity 1s also empha 
sized in the absurd quotations appear- 
ing on the Fitch list with bid and 
asked prices so wide that one could 
easily drive a 3-ton truck through the 
spread, exemplited as follows: 


Bid Asked 
Caroiina Central 4s, 1949..... x» 45 
Clearneld & Mahon. 5s, 1943 65 90 
Detroit Term. & Tunnel 191 8) » 
Florida East Coast 1959 
Ken. & Ind. Terminal 414s, 1961... 20 92'% 
Manila Railroad 4s, 1959..... 
New York & Putnam 4s, 1993 3534 45 
Norfolk & Southern 5s, 1941 35 69 
Pits. C. C. & St. L. 1963... 116 
Southern Ry. Mem. Div. 5s, 199% @ 79% 
Toledo, St. L. & Western 4s, 1950 SO 64% 


In the pre-SIE-C days, if such quo 
tations as these were put out by over- 
the-counter dealers they would have 
brought down the wrath of high 
heaven. But one must not forget that 
the SEC has “made the market safe 
for the investor.” 


“NO BID” 


The industrial and utility section of 
the Fitch sheet for the same date 
(May 18) covers something over four 
hundred issues ; there were more than 
forty-five, or over 11 per cent, for 
which there were no bids on the New 
York Stock Exchange. Here again 
those without bids were found among 
the highest grade bonds, in the AAA 
to A classifications, as well as in the 
lower grade brackets. Among. the 
higher grade issues were: 


Offered 
fa Bid 
Consumers Power 3's, 1965..... 1057% No Bid. 
Consumers Power 3's, 1967..... 


Fed. Lt. & Trac. (Intl.) 5s, 192 104% 
N. Y. & QO. E.L. & P. 3%4s, 1965 109 
Rochester Gas & El. 3%4s, 1967. 110 
Rochester Gas & El. 3%s, 1969 107% 
Westchester Ltg. 5s, 1950....... 125 
Remington Rand 4%4s, 1956..... 9914 


Among the lower classifications 
were: 


Blaw-Knox 3'%s, 1950............ 9714 No Bid. 
Carriers & General 5s, 1950.... 97 
Celotex Corp. 4%s, 1947........ 85 
Certain-teed 514s, 1948.......... 70 

R. Hoe & Co. 4%4s, 1944........ 76% 

Int’l. Mer. Marine 6s, 1941..... 61 

Lion Oil & Ref. 4%4s, 1952...... % 

Pressed Steel Car 5s, 1951...... ap 


The new capital and securities mar- 
kets of the country have a most vital 
function to perform in our national 
economy, and financial history over 
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the past one hundred years shows the 
nation is prosperous only when these 
markets are operating efficiently. 
Such delicate machinery—so_thor- 
oughly inter-related with all business 
that rachets, cogs and drive-screws 
mesh perfectly — cannot function 
when full of monkey-wrenches thrown 
by well intentioned but impractical 
theorists. 

Among the monkey wrenches 
thrown by the mortarboard-capped 
New Deal bureaucrats into the stock 


and bond markets (which have im- 
paired their liquidity) may be men- 
tioned the restrictions placed upon the 
purchase of the securities of corpora- 
tions by those connected with their 
management. Such support played an 
important part in stemming declines 
in pre-SEC days. The memorable 
statement of John D. Rockefeller, Sr., 
in the market collapse of November, 
1929, that “My son and I are buying 
Standard Oil of New Jersey” elec- 
trified the whole country. 


Another monkey wrench which 
contributes greatly to the vulnerability 
of the securities markets is the dif- 
ficulty in selling “short.” Naturally 
those who sell short must buy again 
in order to make a profit. In pre- 
SEC days such market operations 
formed a cushion which stopped or 
slowed down declines usually before 
they reached alarming proportions. 
That market fluctuations are now 
much more violent than formerly is 

(Please turn to page 27) 


REARMAMENT SHOULD SPUR TEXTILES 


Scheduled increases of army and navy, involving 
large demands for fabrics, enhance textile prospects. 


| pie of the peculiar buying and 
selling methods and _ policies 
characteristic of all sections in the 
textile trade, operations in this in- 
dustry usually show wide fluctuations, 
for many years following the distinct 
pattern of a two-year cycle. Odd 
years, such as 1939, show a high rate 
of activity; even years are usually 
marked for declines. 

Thus far 1940 has run true to 
form ; during the first five months ac- 
tivity, practically all fields of the 
industry experienced a declining 
trend. The Federal Reserve Board 
index of textile production (1923- 
1925 — 100) stood at 98 in April as 
against 131 for November, and an 
average of 114 for 1939. 

Corresponding figures for the cot- 
ton section were 121 for April, 140 
for November and 120 the 1939 aver- 
age. Activity in the woolen division 
declined to 75 in April compared 
with 135 in November and last year’s 
average of 112. 

But that trend took a sudden turn 
in the second week in June, when 
Worth Street experienced a buying 
wave almost equal to the burst of ac- 
tivity recorded at the beginning of 
the war. And this development came 
in the face of generally unfavorable 
news from the war in Europe. 

The chief reasons for the change 
include these factors: anticipation of 
the enormous needs of the Govern- 
ment for textiles in pursuance of the 
new defense program; the necessity 
of replenishing stocks in distributive 
channels where buying had been done 


for a long time on a hand-to-mouth 
basis; and a sudden change in the 
previously rather pessimistic §senti- 
ment, helped by a better tone in se- 
curity markets. 

Of those factors, however, the 
armament program with its tremen- 
dous requirements is by far the most 
important. There will be demand for 
cotton and woolen cloth to provide 
summer and winter uniforms for the 
increased manpower of the army and 
the navy; the newly enlisted man 
needs underwear, socks, shirts and 
blankets; textiles also are used in 
the manufacture of such equipment 
as duffelbags, knapsacks, various 
container covers, cartridge belts, etc. 

Already during the past few weeks 
the Army Quartermaster Depot and 
the Marine Corps Depot have asked 
for bids on large quantities of tex- 
tiles. Some representatives of the in- 
dustry even believe that requirements 
from these sources during the latter 
part of the year will become so large 
that private buyers will find it hard 
to obtain merchandise in time. This 
consideration is also one of the rea- 
sons for the recent rush of orders. 

Profit margins on government or- 
ders are usually slim, but the greater 
volume of business resulting from a 
combination of government business 
together with ordinary buying by the 
trade should enable the mills to run 
near capacity, thus bringing unit pro- 
duction costs down and of course in- 
creasing total profits. In the woolen 
division, the fear of being crowded 
out by government orders has already 


resulted in the placement of orders 
covering some 75 per cent of the fall 
needs of the clothing and the auto- 
mobile industry. 

The raw material price advances 
recorded during recent weeks have 
furnished another stimulus to rising 
activity. Cotton dropped from a 1940 
high of 11.74 cents a pound in Janu- 
ary to a low of 9.66 cents on May 
18. Since that date it has advanced 
to 11.31 cents a pound. Wool tops 
were quoted on January 2 this year 


at $1.155 a pound; by May 22 the 


same quality sold at 93 cents but by 
June 15 had recovered to $1.035. 
Such sharp price advances over a 
short period of time usually bring a 
rush of orders and a spurt in pro- 
ductive activity, and it has worked 
out that way during the past several 
weeks. 

While there are some uncertainties 
as to the supply of raw wool from 
Australia and South Africa, the 
United States has ready access to the 
South American markets, especially 
in Argentina and Uruguay. Further- 
more, the domestic output this year is 
expected to reach record levels, there- 
by preventing a runaway market de- 
spite the large mill requirements 
under stimulus of military orders. 

Thus the second half of the current 
year should see some profits by the 
well established units in the indus- 
try, probably large enough to more 
than offset the admittedly unfavorable 
results of the first six months. But 
there is nothing in the picture as yet 
which could be interpreted as bring- 
ing about a lasting change and 
improvement from the underlying 
fundamental difficulties of the indus- 
try: overcapacity and volatile produc- 
tion schedules. 
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RCA RESUMES 
ITS UPTREND 


Readjustments of recent years 
place the country’s leading radio 
enterprise in good position for fur- 
ther expansion. Radio equipment 
is a prime necessity in present-day 


mechanized warfare. 


Corporation of America 
will celebrate its twenty-first 
birthday next October. Sponsored 
by General Electric, American Tele- 
phone & Telegraph and United Fruit. 
the company was organized in 1919 
to buy out the foreign control of 
Marconi Wireless Telegraph (organ- 
ized in 1899). Until 1928 RCA had 
no manufacturing facilities of its own, 
its early years being spent in develop- 
ing its broadcasting and communica- 
tion services and in the sale of radio 
apparatus manufactured by General 
Electric and Westinghouse Electric 
& Manufacturing. 


PHENOMENAL GROWTH 


Sales increased rapidly in that early 
period. The first published earnings 
statement was for 1921 and showed 
revenues of $4.2 million, but nothing 
was earned for the stocks until 1923, 
when revenues amounted to $26.4 
million, and $1.6 million, or 28 cents 
per share, was available for the 1,155,- 
400 common shares. By 1928 reve- 
nues had soared to $101.9 million and 
$15.98 per share was earned on the 
common stock then outstanding. 

Excessive optimism at this point 
led the company to expand too 
rapidly, and many of its subsequent 
troubles date from this time. To ac- 
quire outlets for its “talking film” 
apparatus, RCA acquired a_ sub- 
stantial stock interest in Radio-Keith- 
Orpheum. Early in 1929 RCA stock 
was split five-for-one, and in Janu- 
ary the company obtained control of 
Victor Talking Machine, issuing some 
803,000 shares of $5 Class B pre- 
ferred stock and the same number of 
shares of the new common stock, as 
well as paying some $4 million in 
cash, for the Victor common stock. 
To help finance the deal and to ob- 


JUNE 26, 1940 


tain working capital, $32 million cash 
was borrowed indirectly from GE 
and Westinghouse. 

Carrying its expansion plans still 
further, RCA in 1930 acquired from 
GE and Westinghouse their radio 
manufacturing rights and facilities, 
their interests in National Broadcast- 
ing, RCA Victor, RCA Radiotron, 
RCA Photophone and in General 
Motors Radio Corporation. The $32 
million loan was also cancelled. As 
consideration RCA issued to GE and 
Westinghouse as many more common 
shares as it then had outstanding, 
thereby increasing the number to 13,- 
160,750. But as a result of anti-trust 
proceedings, GE and Westinghouse 
eventually distributed to their share- 
holders their entire holdings of RCA 
stock. 

This tremendous expansion in size 
was not accompanied by increasing 
profits. Thus, while revenues jumped 
to $182.1 million in 1929, common 
stock earnings for that year amounted 
to only $7.90 per share on the basis 
of the old stock, and to $1.58 on the 
quintupled basis. The deflationary 
cycle continued until 1934, the depth 
being touched with a loss of 51 cents 
per share of common for 1932, and 
the lowest level of revenues being 
$61.6 million for 1933. And no earn- 
ings were subsequently available for 
the common stock until the year 1936. 

The period since 1933 has been one 
of both readjustment and partial re- 
covery. In 1936 a major capital re- 
adjustment was effected whereby the 
7 per cent preferred was redeemed 
and the $5 B preferred was exchanged 
for a new $3.50 convertible preferred ; 
common stock capitalization was in- 
creased to approximately the present 
13,880,000 shares, but preferred divi- 
dend requirements were reduced 


David Sarnoff 
Dynamic Leader of RCA 


about $2 million a year and $17.3 mil- 
lion dividend arrears eliminated. The 
necessary funds had been obtained to 
a large extent from the sale in 1935 
of holdings in Electrical & Musical 
Industries, and of a half interest in 
RKO, in receivership since 1933. 
The reorganization proceedings for 
RKO were terminated last January, 
with RCA retaining 44,757 shares of 
preferred stock (annual dividends 
totalling $268,542 cumulative from 
February 1, 1940), 316,328 common 
shares, and 555,254 option warrants. 
The long cycle of deflation and read- 
justment at last seems to have been 
largely completed. 


PROFITABLE OPERATIONS 


In the meanwhile the recovery has 
been marked, the general business rise 
during most of 1937 carrying reve- 
nues for that year to $111.9 million; 
for 1938 they amounted to $99.2 mil- 
lion, and for 1939, $109.8 million. For 
the same years common share earn- 
ings were 42 cents, 30 cents and 35 
cents. Operations of all RCA com- 
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panies were on a profitable basis last 
year, and bank loans were reduced 
from $8 million to $4 million. 

During this long period of read- 
justment the RCA research labora- 
tories have been especially active and 
productive. Many new products and 
methods have been developed and per- 
fected, and over the next several 
years frequency modulation, television 
and facsimile communication offer 
great expansion possibilities, particu- 
larly as they make present methods 
and equipment obsolete. 

The war, the presidential campaign 
and the national defense program are 
three factors that are working to 


boost the sales of radio apparatus this’ 


year. Radio communication and spe- 
cial radio instruments will doubtless 
be standard equipment in the thou- 
sands of airplanes and tanks that are 
now in process of authorization. 
Radio telephones, code sets, micro- 
phones, amplifiers, stabilizers, land- 
ing devices, range finders, altimeters, 
air raid alarms, facsimile apparatus, 
“blind flying” steering devices, and 
other precision instruments will be 
necessary for mobile control of the 
shifting air, land, marine and sub- 
marine units. One of the most useful 
forms of military intelligence is af- 
forded by facsimile communication 


apparatus, by which exact copies of 
maps, orders and other data are 
transmitted. 

Radio Corporation does not own 
all of the patents in this rapidly chang- 
ing industry, but it undoubtedly 
represents the broadest medium for 
participating in the expected growth 
of the industry as a whole. Despite 
the fact that three dividends of 20 
cents each have been received by 
common stockholders during recent 
years, for some further time the ap- 
peal of the issue will doubtless con- 
tinue to be its potentialties of longer 
term growth rather than prospects of 
immediate income. 


GOOD PROSPECTS FOR SULPHUR PRODUCERS 


ulphur producers are included in 

the large segment of American 
industry which normally derives a 
substantial portion of its _ total 
revenues from exports. The United 
States is by far the world’s largest 
consumer of crude sulphur, but, by 
an even greater margin, it is also the 
largest producer, and thus the brim- 
stone requirements of other nations 
must necessarily be supplied largely 
by shipments from this country. Do- 
mestic producers usually look to 
foreign markets for anywhere from 
a quarter to a third of total sales. 

However, exports to the Mediter- 
ranean region have never been an 
important source of revenues for 
American sulphur producers. This 
area obtains its requirements from 
brimstone mined in Italy (the sec- 
ond largest world source of the min- 
eral, though its output in 1938 was 
only 15.5 per cent as large as our 
own) and from pyrites, available in 
large quantities in Spain, Italy, 
Portugal, Cyprus and Greece. Our 
chief export markets in 1938 were 
Australia, France, Great Britain and 
Canada. It is quite probable that 
French demand may be reduced, but 
this contraction should be more than 
offset by increases in the require- 
ments of Great Britain and its several 
dominions. 

Export orders are currently being 
received in large volume; so large, 
in fact, that there has been some diffi- 
culty in filling them promptly because 
of the shortage of merchant vessels. 
Domestic consumption prospects are 
brightened by the high current and 
prospective rates of activity in the 


petroleum refining, chemical, coal, 
iron and steel and explosives indus- 
tries. 

There are two other factors tend- 
ing to increase the use of sulphur in 
this country. One is the wide adop- 
tion of the alkylation process for re- 
fining petroleum; this process utilizes 
large quantities of sulphuric acid as 
a catalyst. The other is the decline 
in imports of wood pulp from the 
Scandinavian countries as a result of 
the war. This development has forced 
domestic paper concerns to increase 
their output of this raw material. In 
the sulphite process for producing 
wood pulp, calcium bisulphide is used 
in conversion of wood chips to pulp, 
while the “kraft” or “sulphate” proc- 
ess requires sodium sulphide as one 
of the reagents. 

While the war has thus been of in- 
direct benefit to all sulphur pro- 
ducers, it has been particularly ad- 
vantageous for Freeport because of 
stimulation of steel production and 
hence of manganese consumption. As 
the world’s largest steel producer, 
this country requires large amounts 
of manganese (normally about 14 
pounds per ton of steel made), but 
domestic deposits of the mineral are 
so low-grade as to be practically non- 
commercial except when abnormally 
high prices prevail. We accordingly 
import all but a negligible proportion 
of our needs, and most of this im- 
ported manganese ore comes from 
distant countries. 

Last year 39 per cent of our im- 
ports were obtained from the Gold 
Coast, 22 per cent from Russia, 17 
per cent from Cuba, 14 per cent from 


British India and 7 per cent from 
Brazil. In the first four months of 
1940, Russia supplied 38 per cent 
of our needs and India about 8 per 
cent. Closing of the Mediterranean 
is likely to put a stop to shipments 
from Russia, and the necessity of 
shipping Indian ore around the Cape 
of Good Hope will probably cut off 
this source of supply as well. Free- 
port Sulphur’s subsidiary, Cuban- 
American Manganese, is thus left in 
an enviable position. 

This enterprise commenced opera- 
tions late in 1932, and _ reported 
profits in 1934 and 1937 equal to 
$32,142 and $302,501, respectively. 
But in all other periods through 1938 
deficits were incurred. Last year, 
however, the company earned a profit 
of $716,865, of which $601,690 repre- 
sented the proportion applicable to 
Freeport Sulphur’s holdings. Earn- 
ings continued to increase in the first 
quarter of 1940, when Freeport’s 
share of Cuban-American’s net 
amounted to $378,509. If this earn- 
ings rate is continued during the re- 
mainder of the year—as is probable 
in view of the rising prices and con- 
sumption of manganese ore—it will 
add about $2 a share to Freeport’s 
profits from its own business. 

Both Freeport and Texas Gulf 
Sulphur are currently quoted around 
30, at which price the former yields 
3.3 per cent and the latter 8.3 per 
cent based on an annual projection 
of first half dividends. But Free- 
port will undoubtedly pay an extra 
later in the year, and this issue pos- 
sesses somewhat more dynamic profit 
possibilities than does Texas Gulf. 
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WAY NOW PAVED 
FOR ARMS ORDERS 


“Educational” orders return little if any prof- 
its for the manufacturers, but place them in 
position quickly to handle volume production 
on a profitable basis as soon as the Govern- 


ment gives go-ahead signal. 


W ith direct and indirect Federal 
aid, industry is gearing itself to 
supply the military equipment needed 
for an adequate defense force. As 
long ago as 1938, Congress recognized 
that in connection with army sup- 
plies, at least, there was need to cut 
some of the red tape with which gov- 
ernment orders proverbially 
bound up. At that time, funds were 
appropriated and the War Depart- 
ment given the authority to let con- 
tracts with selected firms for small 
quantities of specific equipment. The 
primary purpose of this was to give 
such firms an opportunity to prepare 
tools and dies, train workers and set 
up production schedules in advance of 
the time when this equipment might 
be needed. 


First off, $2 million was spent with 
six firms, three of which are familiar 
to investors: 

General Electric, $205,400 for searchlights. 

Goodyear Tire, $192,516 for gas masks. 

Hoe (R.) & Co., $110,981 for recoil 
mechanisms. 

Later, for the Government’s 1939- 
1940 fiscal year, over $14 million was 
appropriated for these “educational” 
orders. Out of several score com- 
panies participating in this phase of 
the program, thirty are listed on the 
New York Stock Exchange or Curb. 

The importance of this business is 
not the profit it immediately returns, 
for it is probably safe to say that in 
most cases no profits were realized. 
But these orders do, of course, pave 
the way for volume production of the 
respective materials, and it is to be 
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expected that large scale orders will 
shortly be placed as a part of the new 
phase of the armament program. As 
a matter of fact, the original 1938 or- 
ders have already born fruit with a 
sizeable follow-up order to General 
Electric for 60-inch searchlights. On 
this sort of business, although limited 
(currently) to ten per cent of the 
contract price, there presumably will 
be profits, and these should be sig- 
nificant in the aggregate in light of the 
vast quantities of most materials that 
will probably be needed. 


THIRTY COMPANIES SLATED FOR REARMAMENT ORDERS 


Listed companies which have received so-called “educational” orders from the U. S. Government for military supplies. 


Company: Products 
American Car & Fdry...Bomb Parts 


Anaconda Wire & Cable.Wire and Related Items... 
Shell Machinings 


Armstrong Cork 


Baldwin Locomotive ....Shell Forgings 


Light Tanks 


Shell Forgings 


Cartridge Cases 


Colorado Fuel & lron...Shell Forgings 
Consolidated Steel ...... Bomb Parts 
Dresser Mie. Shell Forgings 
Eastman Kodak 


General Electric 


General Motors 
Shell Forgings 


Browning Machine Guns... 726.004 
General Railway Signal..Shell Machinings 
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Shell Machinings 


Anti-tank Gun Telescope... 
Aiming Circles and Parts... 
Height Finders 


Firestone Tire & Rub....Gas Masks and Parts...... 
Wire and Related Items.... 
Shell Machinings 


Amount Company: Products Amount 

LE ee $81,167 Goodyear Tire & Rub....Gas Mask Carriers......... $88,167 

Serre Me 85,165 Kingston Products .....Shell Machinings .......... 44,372 
240,272 Mergenthaler Linotype..Telescopes ................ 99,245 
587,694 Aiming Circles and Parts... 128,953 
97,079 Azimuth Instruments ...... 152,146 
110,616 Minneapolis-Moline ....Shell Machinings .......... 139,628 
67,732 Natl. Cash Register......Fuse Parts ................ 70,133 
154,082 New Haven Clock....... Mechanical Time Fuses..... 410,577 
251,674 | New York Air Brake....Shell Machinings .......... 79,552 
ates 109,626 Phelps Dodge ...........\Wire and Related Items... 7,455 
3,993 Pressed Steel Car.......Shell Forgings ............ 119,832 
ao Pittsburgh Forgings ....Shell Forgings ............. 36,365 

394833 Reynolds Metals .......Fuse Parts ................ 101,991 
386,459 Rome Cable Wire and Related Items.... 7,249 

5,385 Scoville Mfg. ........... 153,152 

ee 100.850 Singer Mfg. ...........Automatic Pistols .......... 278,875 
en ta 36.127 Tenn. Coal, Iron & RR..Shell Forgings ............. 130,350 
Wire and Related Items.... 6,781 

etditctlpanan 102,560 U. S. Steel .............Wire and Related Items.... 6,864 
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Ratings are from THE FINANCIAL Wor Inde- 


pendent Appraisals of Listed Stocks. 
individual Stock Factographs for further vital 
information and statistical data on these issues. 


Refer to in the magazine. 


and information 


“Also FW” refers to the last previous item 
Opinions are based on data 
regarded as 
no responsibility is assumed for their accuracy. 


reliable, but 


PRICES ARE AS OF THE CLOSING WEDNESDAY, JUNE 19, 1940 


Bohn Aluminum B 

Existing speculative holdings of 
shares should be retained, at current 
levels of about 23 (paid and declared 
so far this year, 50 cents.) Tapering 
of automotive activity at this time is 
being offset by higher operations in 
other directions. This is particularly 
true of aviation business, which in- 
cludes the manufacture of engine 
bearings and bushings, magnesium 
parts and aluminum rods. The build- 
ing division is another phase of pro- 
duction that is in high output, while 
manufacture of fuses for the U. S. 
Army is on hand in sizeable volume. 


Caterpillar Tractor B+ 

Though liberally priced in relation 
to current earnings, retention of 
shares is warranted as one of the 
more attractive situations im _ the 
cyclical group; approx. price, 48 
(paid $1 so far this year). Based on 
operating reports through the month 
of May, company should fulfill ex- 
pectations by earning around $1.85 
a share in the first half. This would 
compare with $1.08 shown in the 
first six months of 1939 and bring 
profits another step toward the high 
levels of 1937. (Also FW, May 1.) 


Celotex Cc 


Retention of existing speculative 
holdings of shares, now around 6, is 
warranted. With better weather now 


ARE YOU TAKING A 
SUMMER VACATION? 


If you are planning to go away 
for the summer months and wish 
THE FINANCIAL WORLD ior- 
warded to your vacation address, it 
is necessary for you to advise us of 
the contemplated change two weeks 
in advance. Please give both perma- 
nent and summer addresses. 


10 


ruling, prospects are that Celotex 
will continue to report improved 
operations over the months ahead. 
In the April quarter, net was equal to 
6 cents a share, which compared with 
a loss in the preceding period. Com- 
pany recently announced a new prod- 
uct—Celotex absorptive form liner— 
which makes the surface of concrete 
harder, smoother and longer lasting. 
Derived from cane fibre board, it is 
now being used on some Government 
dam projects. (Also FW, May 1.) 


Champion Paper C+ 

Present positions in shares, now 
around 20, may be retained for long 
term market improvement (paid 40 
cents so far this year). It is under- 
stood that earnings for the fiscal year 
ended April 30, last, equalled $2.15 a 
share. Such a result would be the 
highest since the 1937 fiscal year and 
reflect improved conditions which 
have prevailed in the paper industry 
since last September. Over the past 
few months, Champion—which is 
completely integrated—has sold some 
of its surplus pulp to outside sources 
on a rising market. 


Consolidated Aircraft Cc 

Retention of shares is warranted 
for those who can afford to carry the 
speculative risks involved; recent 
price, 21. More than half of current 
backlog of $70 million is understood 


to consist of Allied orders. This 
contrasts with before the war, when 
most of facilities were devoted to out- 
put of U. S. Navy planes—where 
profit margins are relatively narrow. 
The expansion program initiated 
early this year should double Con- 
solidated’s capacity and make pos- 
sible shipments at the rate of around 
$5 million a month. Any French 
business on which the company is 
working will undoubtedly be taken 
over by Great Britain if deliveries to 


the former are impossible. (Also 
FW, Jan. 3.) 
Copperweld Steel B 


Cyclical and longer range growth 
prospects warrant retention of shares 
in speculative lists, approx. price, 19 
(paid 40 cents so far this year). Be- 
ginning next month, earnings of Cop- 
perweld Steel should be accelerated 
by opening of a new plant at Ware 
ren, Ohio. This unit has a melting 
capacity of 100,000 tons of high 
grade alloy steel and a rolling ca- 
pacity of 200,000 tons. Company 
established a new earnings peak in 
1939 and further gains are expected. 


Cutler-Hammer C+ 

Recently quoted at 19, stock is 
suitable for retention as a speculation 
(paid 50 cents so far this year). Re- 
gardless of how the war situation de- 
velops, outlook for this unit over the 


CORPORATE EARNINGS REPORTS 


EARNED PER SHARE 1940 1939 
ON COMMON STOCK 
Wilson Jones 


TTT TIT $0.96 $0.43 
5 Months to May 31 

U. S. Smelting, Refining & Mining 2.39 0.88 
20 Weeks to May 18 
12 Months to April 30 

Louisville Gas & Electric........ a2.75 a2.00 
0.53 0.10 
Weems GR. 0.25 0.28 
6 Months to April 30 

Greif Bros. Cooperage ........... b2.14 b1.70 
Lakey Foundry & Machine ....... 0.43 0.33 


a—Class A_ stock. b—Class B stock. D—Deficit. 


EARNED PER SHARE 


1939 
ON COMMON STOCK 


1940 3 
4 Months to April 30 


Atlantic Gulf & West Indies S.S.. 69 D$0.82 
53 Weeks to March 31 


12 Months to March 31 
American Dairies 1.04 0.34 


3.28 
Silverwood Dairies .............. 0.52 0.008 
3 Months to March 31 

Consol. Film Industries.......... DO0.04 0.03 
Raybestos-Manhattan ............ 0.69 0.50 
12 Months to December 31 

1939 1938 

South American Gold & Platinum.. 0.25 0.30 
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final half is highly satisfactory. The 
company manufactures various types 
of electrical devices and specialized 
mechanisms which should experience 
substantial demand as the defense 
program swings into action. Mean- 
while, second quarter earnings prom- 
ise to score a big gain over the 28 
cents a share reported in the like 


period of 1939. 


Firestone Tire B 

Now around 13, stock is suitable 
for retention as a speculation in the 
tire and rubber industry (paid 50 
cents so far this year). Prospects 
are that sales in the final half (that 
began on May 1) will continue at the 
high levels experienced in the first 6 
months. Insofar as profits are con- 
cerned, a mixed situation prevails. 
Crude rubber costs have been higher 
and retail tire prices have been weak. 
But this may be ameliorated by good 
volume and well protected margins in 
the mechanical goods division. 


Foster Wheeler C 

Although obviously speculative, 
current trends are favorable and pres- 
ent holdings of shares may be re- 
tained; recent price 13. After many 
years, company seems to have ar- 
rived at the point where prices as 
well as volume of business are at 
satisfactory levels. Present backlog 
of around $15 million is equal to about 
one year’s operations and is prob- 
ably 50 per cent greater than normal 
for the company. This has prompted 
some sources to predict the best year 
for Foster Wheeler since 1930, when 
peak profits were experienced. First 
half estimates are that earnings will 


(Also FW, 


approximate $1 a share. 
May 29.) 


Mesta Machine C+ 

At present prices, around 31, stock 
merits retention as a_ better-than- 
average speculation in the capital 
goods group (paid and declared so 
far this year, $1.50). Reports are 
that there has been some “smart” 
buying in these shares recently at 
around 3 points under current levels. 
Followers of the stock feel that the 
company is in for some rather sub- 
stantial business as a result of indi- 


cated rehabilitation activity in the 
steel industry. (Also FW, Mar. 13.) 


National Biscuit B 

Speculative income prospects war- 
rant retention of shares, recently 
quoted at 19 (indicated ann. rate, 
$1.60; yield, 84%. Despite earlier 
belief, present indications are that in- 
gredient costs will be held under good 
control over remainder of the year. 
This, together with present uptrend 
in consumer incomes, should result in 
a satisfactory earnings year for Na- 
tional Biscuit. Reflecting somewhat 
narrower profit margins, first quarter 
net equalled 38 cents a share. It is 
believed that this figure will at least 
be duplicated in the June period. 
(Also FW, Mar. 27.) 


Scovill Manufacturing B+ 

Existing positions in shares, now 
around 28 (N. Y. Curb), should be 
retained as a promising speculation 
(paid and declared so far this year, 
50 cents). Enjoying wide diversi- 
fication of products, this company is 
one of the most strongly situated 


LU. S. fabricators of non-ferrous 
metals. Scovill is long experienced 
as a munitions producer, having en- 
gaged in such activity during the 
Spanish-American War as well as in 
the 1914-18 period. 


Sun Oil A 
At prevailing levels, around 50, 
stock represents one of the more at- 


tractive commitments in the oil in- 
dustry (paid 50 cents cash plus 5% 
stk. so far this year). Operations 
this year will be aided to even greater 
measure by shipbuilding activities, 
which embrace some $30 million of 
work at the present time. Although 
shipyards were notably busy last year, 
delivery of completed vessels and 
payment therefor should be much 
larger in 1940. This, together with 
petroleum operations, should result 
in net income well ahead of the $2.74 


a share reported last vear. (Also 
FW, April 17.) 
Union Carbide A 


Though not on the statistical bar- 
gain counter, at current levels of 
about 68, cyclical and long term 
growth potentialities justify commit- 
ments in shares (paid and declared 
so far this year, $1.70). High rate . 
of activity being maintained in the 
steel industry is benefiting this unit’s 
operations. This arises from the fact 
of growing demand for oxygen, 
acetylene and other gases; cutting 
and welding equipment; and ferro- 
alloys. All of these items are im- 


portant products of Union Carbide 
and help to illustrate the company’s 
wide diversification. 
Apr. 3.) 


(Also FW, 
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LET US “THINK AMERICAN” 


@) ur frontiers were never on the Rhine, as we were told 

several years ago. Our frontiers are our own coast- 
line—East, West and along the Gulf of Mexico. Always 
have they been there. That phrase of rhetoric, cloaked 
in an impulsive outburst, resulted in misleading us from 
straight thinking and shooting at what was and is the 
target most vital to us—the safety and security of Ameri- 
ca first, last and always. This is our main concern. 

When we act as if we must lean for support on other 
shoulders it is evidence of our lack of resistance and is a 
general acceptance of weakness. 

But such weakness has not been the case. 

We have simply permitted ourselves to be deluded into 
thinking that the democracies of Europe were fighting 
our own battle. The delusion is now exploded, for their 
own weakness revealed they were incapable of fighting 
even their own battles, let alone ours. We might as 
well face this stark fact and immediately reorient our 
own thoughts to the grave necessity of putting ourselves 
in the most powerful position to withstand any onslaught 
from any conceivable direction. 


T o fortify ourselves to do this, our first line of defense 
is to think American, to act American and to work 
American, for what affects America is our first and para- 
mount obligation. 

It is idle and futile to muddle this train of thought with 
any speculation over the whys and wherefores for the 
debacle that has overtaken the Allies. They blinded 
themselves by a spirit of complacency in their own 
strength, and refused to recognize what a powerful war 
machine the dictator governments were building up and 
which came to crush them once it was unleashed. | 


heir misplaced confidence deluded everyone except 

their foes. The words of their statesmen rang with 
pride—what they would do to Hitler and Mussolini once 
the battle cry sounded. But when they were cailed upon to 
use their fighting arms it turned out they were cushioned 
with pillows instead of with spikes. Because of these 
puny fists France is compelled to seek peace and proud 
Britannia has her back to the wall and is in dire fear that 
her tight little isle faces invasion, a humiliation she has 
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not experienced since William the Conqueror made her 
bend her proud knees in acknowledgement of defeat. 


wi what remains of democratic government rests 
with us. The critical question we must ask our- 
selves, and for which we must find the answer is: are we 
going to commit the same blunder we all now realize the 
statesmen of France and England fell into? We will 
unless we think straight and courageously of America’s 
safety. 

To think American, straight and forthrightly, demands 
the strongest leadership it is possible to command—a 
leader devoid of selfish political aspirations—not of the 
type which has brought us almost to the brink of war. 


W e must have the patriotic cooperation of all classes 
of our people, who must be actuated by one noble 
thought—the safety of America, the cradle of their liber- 
ties and the only refuge remaining for a free people. 

There should be no haves or have-nots, no cliques or 
cabals, no division of thought, for the interests of America 
are paramount and with this primeval thought of self 
preservation carried to its finality no foes however power- 
ful can successfully scale our citadel of democracy. When 
it is known that we have so strongly entrenched ourselves, 
no foe will dare attack us. 


B" we must find that leader, a courageous and militant 
man who will think American and lead the people to 
follow that same strain of thought. We must avoid the 
blunders committed by the Baldwins, MacDonalds, 
Chamberlains, Blums, Bonnets and Daladiers else we 
find ourselves plunged into the dire straits their stricken 
countries now occupy. 

lind that leader. 

Stand staunchly behind him. 

If this is assured, no fear need be entertained over the 
future of America nor need we send any of our flesh and 
blood overseas to fight on alien soil. Whatever we face 
we should meet it on our own ground. 

We should keep our powder dry, our vigilance alive, 
and eliminate from our minds all other thoughts. 

This should be our shibboleth. 
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WHAT THE INVESTOR CAN EXPECT 
DURING WARTIME ECONOMY 


“MI Day,” in the rather vague 
popular concept, is some- 
thing in the nature of a drastic and 
sudden change from a peacetime to a 
war basis; an over-night mobiliza- 
tion of all military and industrial re- 
sources under autocratic rule.  Re- 
cent developments clearly indicate 
that this concept is erroneous. There 
are several stages of mobilization 
which can be (and currently are be- 
ing) attained in advance of any 
formal declaration of war. 

An editorial in a prominent mid- 
Western newspaper recently stated 
that “the President has declared a 
state of something ‘short of war’ ex- 
isting. But there is no clear de- 
marcation between the line of less- 
than-war and war itself.” This state- 
ment may apply with greater force to 
the political than the economic as- 
pects of national policy, but it is true 
in considerable measure of the eco- 
nomic controls which can be assumed 
by the Government. 


“LIMITED” EMERGENCY 


Last September, the President de- 
clared a “limited national emer- 
gency.”” Nobody knows exactly what 
that means, but the formality of the 
declaration has important conse- 
quences since it implements certain 
delegated powers which, under ex- 
isting legislative authority, can be 
assumed only when some sort of 
“emergency” exists. It is interesting 
to discover that there are several de- 
grees of emergency short of complete 
belligerency; another is the “immi- 
nence of war.”’ 

It was proposed in the official “In- 
dustrial Mobilization Plan, Revision 
of 1939” that practically full war 
time powers, as granted to the Presi- 
dent by the Constiution and by sta- 
tute, become effective upon the 
declaration that war is imminent. 
This feature of the M Plan and some 
of its other provisions appear to re- 
quire additional legislation. But as 
the text of the plan (Senate Docu- 
ment 134) significantly observes, 
“the support of public opinion, 
which is often stronger and more ef- 
fective than any legal authority, is 
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PART it. Regimentation of Industry 


Priorities, price limitations and other strict con- 


trols are considered essential in 


far economy; 


“mobilization” of industry is already under way. 


By GEORGE H. DIMON 


Associate Editor 


even more important to the execution 
of these functions.” 

There is no question that public 
sentiment is overwhelmingly in favor 
of the proposed vast expansion of 
armament efforts, or that the Admin- 
istration will not hesitate to take full 
advantage of that sentiment to speed 
up the program. Nor does it seem 
likely that even a major change in 
domestic politics as a result of the 
November elections would greatly 
change the tempo or the general 
character of the drive to build up our 
defenses. Consequently, American 
industry must face the practical cer- 
tainty of a considerable measure of 
regimentation, even if the nation suc- 
ceeds in maintaining its  non- 
belligerent status. 

The M Plan for industry is built 
largely around a “key superagency”’ 
for wartime industrial coordination, 
to be known as the War Resources 
Administration. There would also 
be a number of sub-agencies, includ- 
ing a War Finance Administration, 
War Trade Administration, War 
Labor Administration, and a Price 
Control Authority, which would deal 
with the special problems in these 
various fields, and would wield very 
broad powers, subject to the War Re- 
sources Administrator and the Presi- 
dent. 

The 1939 version of the plan states 
that “the War Resources Administra- 
tion in skeleton form should be set up 
as early as_ practicable when an 
emergency is envisioned.” This is 
exactly what has been done in recent 
weeks. The coordinating agency is 
currently known as the “National 
Defense Advisory Commission” ; the- 
oretically, its function is to advise the 


“National Defense Council” consist- 
ing of six cabinet officers. Actually. 
the new Commission has by-passed 
the Defense Council and is obtaining 
its authority direct from the Presi- 
dent. There is every indication that it 
will act not merely in an advisory ca- 
pacity, but as a coordinating and 
procurement agency with wide pow- 
ers. It is significant that the super- 
vision of the aircraft and machine 
tool industries has been transferred 
from Secretary of the Treasury Mor- 
genthau to Mr. Knudsen, and _ that 
the Army and Navy Munitions 
Board (which has directed surveys 
of industrial plant capacity, the plac- 
ing of “educational orders” and other 
preliminary preparations for indus- 
trial mobilization) now appears to 
have been subordinated to 
called Advisory Commission. 


the so- 


WAR IMPLICATIONS 


So closely does the make-up of the 
Advisory Commission follow the 
outline of the M Plan that this agency 
could be transformed into a War 
Resources Administration with its 
sub-agencies in a_ relatively short 
period of time in the event that we 
should become a belligerent. It is 
quite possible that it may increase in 
importance until it closely approxi- 
mates that status even in the absence 
of any definite prospect of a declara- 
tion of war. 

It is still assumed that the full 
powers of the superagency of the M 
Plan will not be assumed unless the 
United States declares war. But this 
assumption, although seemingly safe 
enough at the present, could con- 
ceivably prove erroneous. For the 
time being. the members of the Com- 


13 


mission are “keeping an eye on” 
prices, the labor situation, etc. Ina 
complete war economy, the Govern- 
ment would exercise drastic controls 
through its special agencies, fixing 
prices for raw materials and finished 
goods, regulating wage rates and 
even, if necessary, requisitioning 
labor. 

The part of the M Plan covering 
the utilization of national resources 
and the mobilization of industry in 
time of major war provides for (1) 
priorities, (2) control of prices, (3) 
control of foreign trade, (4) organ- 
ization of government corporations. 
Passing over priorities for the mo- 
ment, control of prices may be nec- 
essary “to minimize disruption of the 
national economic structure resulting 
from the impact of the rapid increase 
in demand upon existing facilities 
and resources.” Control of foreign 
trade includes licensing of exporters 
and importers and various other poli- 
cies based upon military and diplo- 
matic as well as commercial consid- 
erations. Organization of govern- 
ernment corporations would be un- 
dertaken where appropriate to “ren- 
der services or take business risks 
which it would be unreasonable to 
expect from privately owned bodies.” 


PRIORITIES IMPORTANT 


The matter of priorities is perhaps 
the most important element of indus- 
trial mobilization to be considered 
now, since it is the one which is like- 
ly to be experienced first on an im- 
portant scale by American industry. 
A priority is any means whereby 
precedence is established for govern- 
ment orders or any other business 
which is deemed to contribute to the 
essential needs of the nation. 

The methods used cannot be de- 
scribed in detail here; they include 
classification ratings, allocations, li- 
censes, embargoes, permits and war- 
rants. They cover not only the use 
of materials, power and fuel by manu- 
facturers and others, but also trans- 
portation and finance. Of particular 
interest to the investor is the fact that 
the Government would have the 
power to preempt the capital markets 
for its own requirements, and to lim- 
it private flotations to issues deemed 
essential to war-prosecuting efforts. 

Mr. Leo M. Cherne, the author of 
a widely read book on industrial mo- 
bilization in wartime, has described 
the purposes underlying priorities as 
follows: “(1) to direct the flow of 


(Please turn to page 31) 
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BRAZIL—A GOOD MARKET 


By RAMON A. WILSON 


we Europe’s export markets 
cut off or sharply curtailed by 
the war, Brazil offers an excellent 
market for American manufacturers, 
and one which has great potentialities 
if properly developed by an intelligent 
course of action. Stocks of German 
goods remaining unsold in Brazil are 
practically depleted, and stocks of 
other European manufacturers sharp- 
ly reduced with inadequate replenish- 
ments, so that the price differential 
between articles of American manu- 
facturers and those of foreign manu- 
facturers of like quality has fallen 
from a range of 30 to 50 per cent to 
a range of 5 to 15 per cent. 

There is little prospect of any Ger- 
man or Italian importations so long as 
the British blockade of the Atlantic 
Ocean remains in force, and with so 
many of the industrial concerns of 
England, France and Italy converted 
to war purposes, the supply from 
those countries of articles sorely 
needed in Brazil is limited. There is 
therefore a golden opportunity for 
American manufacturers to get es- 
tablished in this market, provided they 
will profit by the mistakes of the past 
and make a sincere effort to under- 
stand the Brazilian ways of doing 
business and to learn something of the 
Brazilian importers’ problems. 

We missed a similar opportunity 
during the past war when, in our 
eagerness to do business and pile up 
profits, we accepted large orders from 
Brazil, and failed to make delivery, 
presumably because of larger profit 
opportunities at home. Brazilians 
then placed their orders in good faith 
but in many cases goods reported as 
shipped never even reached the docks 
in New York and there were occa- 
sional substitutions in the merchan- 
dise and products ordered. Much hard 
feeling was caused but this has large- 
ly disappeareed through a renascent 
belief in our “Good Neighbor” policy. 

Our failure to capture a larger 
share of Brazil’s huge consuming 
market is due, in large part, to our 
lack of understanding of Brazilian 
methods of doing business and of the 
problems of Brazilian business men. 
We must not forget that the lan- 
guage and customs of Brazil are dif- 
ferent from ours, and that the “go 


getter” type of salesman so popular 
in this country is not necessarily suc- 
cessful in Brazil. 

In the past too many American 
manufacturers, lacking either the time 
or the money to make a careful sur- 
vey of the South American market, 
have been content to appoint foreign- 
ers, particularly German, French, 
British or Italian, as their manufac- 
turers’ representatives. During the 
past two months especially, Ameri- 
can manufacturers have been deluged 
with inquiries concerning articles 
sorely needed in Brazil, and many of 
them, in order to obtain quick repre- 
sentation, have offered manufacturers’ 
or agency contracts to non-resident 
foreigners in Brazil. Many of these 
foreigners formerly were employed by 
European concerns, and it is logical 


‘to believe that they will return to 


their former employers as soon as 
normal trade conditions are restored. 
Therefore, if American manufacturers 
are unable or unwilling to send their 
own representatives to the country, 
extreme care should be taken in the 
appointment of individuals to repre- 
sent them if they desire to hold and 
expand their market after the war. 
Too often representation is given to 
an agent in some large city who has 
no contacts beyond his local area so 
that huge consuming centers in other 
sections are neglected or handled per- 
functorily by correspondence. 


PROMISING CUSTOMER 


Brazilians want our products and 
have the milreis to pay for them, but 
it is difficult at times to secure suffi- 
cient foreign exchange. If we are to 
become firmly established in Brazil, 
our Government must assist either 
through temporary loans or by help- 
ing Brazilians find a market for their 
exportable products in this country 
so that they may acquire sufficient 
exchange to buy American goods. The 
highway of international trade is and 
should be a two-way thoroughfare, 
and with the whole world in turmoil 
and our own security threatened, it 
is not only good business but good 
politics to develop our South Ameri- 
can trade and come to a closer un- 
derstanding with our neighbors below 
the equator. 
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Imminence of political conventions of the major parties is 
playing little part in shaping day-to-day price changes; 
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nevertheless, results thereof will constitute an important 


market factor. 


FOR NEARLY two weeks advances have been pre- 
dominant in the stock market despite the reverses 
that have been suffered by the democracies during 
the meantime. Although this demonstration fur- 
nishes no proof that the price movement has now 
become divorced from the tide of affairs in Europe 
—in fact, developments there will continue for a 
long time to constitute an important consideration 
— it nevertheless does appear that the implications 
of the American armament program as they concern 
the longer term outlook are beginning to be given 
some of the importance they deserve. For it should 
be plainly evident that, whatever the situation of 
the next few weeks, industrial production and trade 
activity in this country are destined to run at high 
levels for a considerable time to come. 


THE IMMEDIATE prospects for further business 
gains are obscured by the uncertainties created by 
the recent action of France. A withdrawal of 
France from active warfare, and continued resist- 
ance by Great Britain, would find the latter taking 
over a large portion of the material which had been 
ordered by its ally. But this would not apply in all 
instances, and already production has been sus- 
pended on some of the products that had been 
ordered by the French. In fact, the Iron Age 
reports that" . . . steel ingot production this week 
did not advance as much as might have been ex- 
pected had work not ceased on French orders..." 
What is true in the steel industry applies also in 
other fields, and thus the movement of the business 
indexes in the immediate future will be significantly 
influenced by the French decision. 


“A LET-DOWN of serious proportions, even for a 
few weeks, is not however in prospect. Great 
Britain has materially stepped up its purchasing 
activities in this country, the previously authorized 
$2 billion American armament program is being 
speeded, and there is growing disposition to in- 
crease general inventories in anticipation of higher 


prices. These influences will take up much of what- 
ever slack develops until the new $5 billion arms 
plans start to arrive at the stage of actual ‘pro- 
duction. As to the time which must elapse between 
passage of the necessary legislation and attainment 
of the production stage, considerable encourage- 
ment in this respect can be drawn from the co- 
operative spirit (after all these years) now being 
shown between government and private industry. 


FEARS THAT profits to be derived from govern- 
ment armament orders will be strictly limited are 
not without some grounds. Already the laws pro- 
vide that such profits be held to ten and twelve 
per cent, and there are recurrent proposals that 
even these limits be lowered. Furthermore, income 
taxes in general are to be raised, just how far it is 
not yet definite. But on the basis of the evidence 
now available the conclusion is warranted that— 
while corporate earnings are unlikely to assume 
boom time proportions in the immediate future— 
there will be quite sufficient room for percentage 
gains of striking proportions from current levels. 
And at present quotations the general run of stocks 
is very reasonably priced in relation to earning 
power as reflected in recent reports of operations 
arising from non-arms demand. 


AT CURRENT levels as measured by the industrial 
stock average, prices have recovered about a third 
of the decline experienced in May, raising the ques- 
tion of whether the technical correction has now 
been completed. Clues to this should shortly be 
forthcoming, and should provide the basis on which 
to time a re-entry into the market for aggressive 
purchase of sound business cycle equities. In the 
meantime, the longer term potentialities of the 
situation in this country seem sufficiently well de- 
fined to warrant full retention of previously acquired 
shares—particularly those which are returning gen- 


erous yields from well protected dividends.— 
Written June 20; Richard J. Anderson. 


(15) 


— 
| | 
‘, 
: 
¥ 


THIN MARKETS: One of the phenomena of the 
security markets of recent years has been the fact 
that there so frequently have been wide percent- 
age changes in the price level with the entire move- 
ment accomplished within a comparatively short 


space of time. Thus, in only ten trading sessions 
in May, the industrial stock average dropped about 
25 per cent—a distance which, prior to our "new 
era, would have required a number of weeks (at 
least) to traverse. On the up-side, movements have 
been almost similarly abrupt. One aspect of this 
situation is discussed on page 5, where attention is 
directed to the wide spreads which develop in the 
bond market. As for stocks, the New York Stock 
Exchange itself has recently compiled some signifi- 
cant figures. Studies of selected periods in 1933 
and in 1939-40 show that seven years ago it re- 
quired transactions totalling 4,800 shares of Ameri- 
can Can, for instance, to put that stock up one 
point; more recently, a one-point advance Mas been 
accomplished on a turnover of only 900 shares. 
For other prominent stocks the comparisons are 
(for one-point advances): Chrysler, 30,500 shares in 
1933 vs. 7,700 shares more recently; General Mo- 
tors, 68,200 vs. 16,100; R. J. Reynolds "'B,"" 13,900 
vs. 3,800. The averages for 30 leading stocks are 
14,700 vs. 6,600. And declines, of course, have 
been accomplished on equally small volumes, with 
the 30-stock average dropping a point on a turn- 
over of 13,200 shares in 1933, and on only 6,000 
shares more recently. These figures, more than do 
those on total daily volume, strikingly show the 
“thinness'’ of the current market structure under 
the supervision of a paternalistic government. 


AIRCRAFT PROFIT MARGINS CUT? The 
Senate Naval Affairs Committee early in the week 
unexpectedly inserted a seven per cent profit limita- 
tion provision in the Vinson naval construction 
speed-up bill. At the present time, profits are 
limited to ten per cent of the contract price of 
shipbuilding and to 12 per cent for aircraft. Of 
course, this new and lower limit has not yet been 
accepted by the entire Congress, and may not be 
at all. But it does plainly show the channels of 
thought in Washington concerning war profits limita- 
tions. Another aspect of the profits situation with 
particular respect to the aviation manufacturers is 
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that concerning French business now on the books. 
Present indications are that if France cancels these 
orders, they will merely be taken over by the Brit- 
ish at the same prices, with no effect on profit 
margins. But if Allied purchases cease entirely at 
some later date, and the industry must then rely 
upon U. S. Government orders, profit margins will 


suffer significantly. On foreign business, profits are . 


running as high as 25 per cent in some cases; on 
domestic government business, they would be lim- 
ited to 12 per cent under existing law—perhaps to 
an even smaller amount under later legislation. As 
at least a partial offset, of course, is the prospect 
that volume may rise even above present levels, 
assuming that plant capacity is expanded to accom- 
modate more business. 


ANOTHER OIL SHUTDOWN? The fifteen-day 
cessation of crude oil output in six important pro- 
ducing states last August had a very salutary effect 
on the statistical position of this raw material. Since 
that time, however, much of this improvement has 
been lost. The decline in exports of finished petro- 
leum products from the Gulf Coast over recent 
months has forced many refiners to curtail their 
production and hence their crude purchases as well. 
The Texas Railroad Commission is toying with the 
idea of a thirty-day shutdown in order to offset this 
loss of outlets for crude; the industry, for obvious 
reasons, is almost solidly opposed to such a move. 
Opposition has also appeared in Washington, where 
the strategic importance of petroleum as a war 
material is emphasized. There appears little logic 
in this latter position, however, since existing wells 
could produce more than enough oil for any con- 
ceivable needs if proration restrictions were lifted. 


NEW GAINS FOR MACHINE TOOLS: From 
January to December of last year, the production 
index compiled by the National Machine Tool 
Builders Association showed an uninterrupted ad- 
vance (from 52.5 per cent of capacity to 93.3 per 
cent). But January's figure showed no change from 
that of December, and so far this year the index 
has fluctuated between 93.4 and 92.5, the latter 
figure being that for May. This has been in the 
face of ample evidence in other directions that the 
machine tool industry has continued to increase its 
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and has doubtless puzzled numerous 
laymen. The explanation is that the Association's 
index is adjusted monthly for changes in the indus- 
try's productive capacity, a policy which detracts 
considerably from the value of this statistical series 
for comparative purposes. For instance, last 
month's figure of 92.5 compares with 74.6 for Sep- 
tember—but the fact of the matter is that since 
September productive capacity has been increased 
by about 25 per cent. Every indication is that the 
industry's activity will continue to rise in the coming 
months incident to the country's armament pro- 
gram, and that capacity will likewise be further 
expanded. But because of its monthly adjustment 
the machine tool index may well stand still, or even 
decline, as new capacity becomes available. Re- 
gardless of what the index shows in the months 
ahead, total activity seems bound to rise further. 


operations, 


TAXES WILL RISE: This is certain: Corporations 
next year will have to pay out a greater portion of 
their earnings to the tax gatherer than they have 
yet had to do. How much greater, no one yet 
knows. But in the present draft of the new tax bill 
the additional burden will not be so great that 
satisfactory earnings cannot be shown. Under the 
law now in effect, corporations having a net income 
of over $25,000 pay 18 per cent. The current pro- 
posal is that this be increased to 19 per cent, and 
in addition a defense tax be levied of ten per cent 
of the amount of the tax payable under the basic 
rates. Thus the effective rate would be 20.9 per 
cent—an increase of slightly over 16 per cent as 
compared with the present time. Of interest to 
many investors is the action by the Senate Finance 
Committee in eliminating the increases in ciga- 
rettes, cigars and tobacco, after they had been 
voted by the House. Final action by the Congress 
is, however, still in doubt. 


SHOE PRODUCTION OFF: The shoe manufac- 
turing industry has been going through a period of 
reduced retail demand and curtailed production. 


tnat he 


Output for May was 8.3 per cent under 
same 1939 month, and for the first five months of 


the year the decline was 7.6 per cent. Year-by 
year, shoe production usually comparatively 
stable; nevertheless, periods of six months or so in 


which output runs well ahead—or below—year-agc 
levels, are by no means unusual. Currently it is 
reported that while demand is lower than this time 
last year, output has been curtailed even more 
among the reasons being the genera! uncertainty 
and wide fluctuations in raw material markets. The 
latter, of course, adversely affect profit margins for 
the time being, but the industry has been more 
than usually successful in adjusting selling prices so 
as to maintain earnings. Just now an important 
factor in the outlook is the probability of increased 
government orders in connection with the building 
up of the country's armed forces, and business of 
this type may become significant in the latter half 
of this year. All in all, there appears to be no 
reason for disposal of sound issues in the shoe 
group which are being held for income. 


NEWS FACTORS: 
POSITIVE: 


Raw Material Prices—Rise as arms 
gram moves forward. 

Chemical Industry—Maintains high level of opera- 
tions. 

Securities Regulation—SEC officials ready to dis- 
cuss changes with financial leaders. 

Department Store Sales—Spurt ahead of like 1939 
ievels. 

Washington—Congressional recess may be called 
in lieu of adjournment. 


NEUTRAL: 
Monrce Doctrine—Reaffirmed by Congress: reac- 
tion of totalitarian states awaited. 


NEGATIVE: 
European War—French collapse raises many diffi- 
cult problems for United States. 


spending pro- 
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The issues listed here do not constitute all of 
the purchase recommendations made from time 
to time by THE FINANCIAL WORLD, nor is it 
intended that one's holdings should necessarily 
be confined exclusively to these securities. This 
service is to be regarded as supplementary to 
various other features which appear each week. 
Purchases of speculative issues should be made 
only when consistent with the policies outlined 
in the “Market Outlook" on page 15. 


RECOMMENDATIONS 


BONDS 


These bonds can be used to form an investment portfolio 
backlog. While all are not of the highest grade, they are 
reasonably safe as to interest and principal. 


FOR INCOME: ‘price Wield) rice 
Great Northern gen. 5s, '73...... 90 5.55%, Not 
Pacific Power & Light Ist 5s, '55.. 91 5.49 103'/, 
Pennsylvania R.R. deb. 4!/2s, '70.. 84 5.36 102!/, 


West. Maryland R.R. Ist 4s, '52.. 78 5.13 Not 


FOR PROFIT: 


Allis-Chalmers conv. deb. 4s, '52.. 109 3.67% 106 


Interlake Iron conv. deb. 4s, '47.. 82 4.88 105!/, 
Lion Oil Ref. conv. deb. 4!'/2s, ‘52 93 4.83 102!/, 
Phelps Dodge conv. deb. 3!/os, ‘52 109 3.22 105 
Phillips Petrol. conv. deb. 3s, '48.. 107 2.81 102'/, 
United Drug deb. 5s, '53........ 79 6.34 104 


PREFERRED STOCKS 
FOR INCOME: 


These are good grade issues, and suitable for investment 


purposes for income. 
Recent Current Call 
Price Yield Price 


American Water Works $6 cum... 83 7.23% 110 


Chesapeake & Ohio $4 non-cum. 85 4.70 © 1071, 

Crown Cork & Seal $2.25 cum. 
33 6.82 48!/, 

Tide Water Asso. Oil $4.50 cum.. 84 5.35 107 


FOR PROFIT: 


Reasonably assured dividends and prospect of appreciation 
are combined in these issues. 


Radio Corp., $3.50 Ist cum. conv. 55 6.35% 100 
Union Pacific R.R. $4 non-cum.... 74 5.40 Not 
West Penn. Elec. $7 cum. cl. 'A’.. 93 7.53 115 
Youngstown Sheet & T. 5'/2% cum. 80 6.87 105 


COMMON STOCKS FOR INCOME 


The primary attraction of these issues is dividend regularity 
and reasonable yield. While not devoid of appreciation 


Divi- Indi- Annual 
STOCKS 1939 Yield 1938 
Adams-Millis .......... 17 $1.00 5.8% $3.21 $3.54 
American Snuff ........ 53 3.25 6.1 3.32 3.03 
25 1.85 7.4 23.35 23.42 
Borden Company ...... 19 «1.40 7.3 1.51 1.81 
Carolina, Clinch. & Ohio. 80 5.00 6.2 2 Se 
Chesapeake & Ohio...... 37. 2.50 6.7 2.62 3.49 
Corn Products ......... 50 3.00 6.0 3.18 3.32 
First National Stores... .. 38 42.50 6.6 x3.38 x3.34 


possibilities, price movements will probably tend to be more 
restricted than the selections of the "Business Cycle" group. 


Annual 
STOCKS Price 1939 Yield 939 
(S$. $.).......... 22 $1.20 5.4%, $1.64 $1.90 


Louisville G. & E. "A"... 17 1.50 8.8 1.99 2.33 
MacAndrews & Forbes... 26 2.00 7.7 1.99 2.47 


Melville Shoe .......... 29 «2.00 69 1.80 2.65 
National Distillers ...... 20 2.00 10.0 3.85 3.43 
Pacific Lighting ........ 39 «3.00 7.7 4.18 3.60 
Reynolds Tobacco, "B".. 36 2.30 6.4 2.37 2.56 
Union Pacific R.R....... 79 «©6600 7.6 6.62 6.74 


t+—Dividend guaranteed by Atlantic Coast Line and Louisville & Nashville. x—Fiscal years ended March 31, 1939 and 1940. 


z—1I2 months ended January 31, 1939 and 1940. 


BUSINESS CYCLE STOCKS 


Occupying the best position for price appreciation in periods 
of rising markets, stocks of the business cycle type are 
logically more susceptible to price declines in periods of 
general market weakness. The issues listed in this group 
cannot be expected to resist the trend when virtually the 
entire market is declining but their potentialities are such as 
Divi- Annual 


Allis-Chalmers .......... 28 $1.25 $1.44 $2.09 
American Bank Note...... 8 DO.35 DO0.57 
American Brake Shoe..... 37 1.25 1.03 2.39 
Amer. Car & Foundry..... 25 .... *D6.15 bD4.60 
Amer. Cyanamid "B" .... 33 0.60 0.91 2.07 
Anaconda Wire & Cable.. 24 a DO.23 1.54 
Bethlehem Steel ......... 78 1.50 DO0.70 5.75 
29 0.25 D0.08 1.04 
Climax Molybdenum ..... 30 3.20 3.12 4.09 
Commercial Solvents ..... 9 DO.1! 0.61 
Consolidated Coppermines. 6 0.30 0.20 +0.57 
Crown Cork & Seal....... 23 ree 1.37 2.80 
El Paso Natural Gas...... 31 1.50 3.30 3.73 
Glidden Company ....... 12 0.50 2D0.29 z1.70 


+—Before depletion. {—Fiscal year ended June 30, 1939. b—Six months. 
ended April 30, 1939. y—Fiscal years ended January 28, 1939 and February 3, 1940. 
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to warrant their retention in moderate amount in well diversi- 
fied portfolios. Naturally, the price changes which have 
occurred since original purchase recommendations of these 
stocks vary among the individual issues. Consequently, it is 
suggested that new subscribers consult our investor's inquiry 
department before making initial purchases from this group. 


2 Divi- Annual 
STOCKS Price 19391038 
Kennecott Copper ....... 28 $2.00 $2.10 $3.14 
Lima Locomotive ........ 18 ae D3.26 D0.64 
23 2.00 yl.42 y2.32 
Mathieson Alkali ........ 24 1.50 1.01 1.12 
McCrory Stores ......... 13 1.00 1.48 1.95 
Montgomery Ward ...... 40 1.25 3.50 4.91 
National Gypsum ........ 6 0.25 0.49 0.94 
Nat'l Malleable & Steel... 18 1.00 D2.87 2.60 
Paraffine Companies ..... 30 2.25 $2.80 2.62 
Pennsylvania Railroad .... 19 1.00 0.84 2.43 
8 0.25 0.38 
Standard Brands ......... 6 0.47. 0.62 0.51 
Thompson Products ...... 32 1.00 1.33 3.90 
Timken Roller Bearing. .... 42 2.50 0.59 3.02 


c—Nine months. D—Deficit. x—Fiscal year 


z—Fiscal year ended October 31. 


Stocks continued to demonstrate their thoroughly 
liquidated position last week by extending their advances 
since June 10. On that date, Italian Fascism “cast the 
die” in its greatest gamble. Since establishing a new low 
at the mid-point on that day, however (111.29), the 
share market has refused to blow hot and cold with 
the course of Allied military destinies. In sheer self 
defense, volatile emotionalism had to give way. And 
this is what we are witnessing in Wall Street today— 
this plus the fact that primary attention is at last being 
accorded the home situation. 


It has taken a lot of exhortation from several quarters, 
but the consequent reversal in thinking has been worth 
it. On almost every side, business and the public are 
talking about the national defense program and its great 
possibilities. One result is that business indexes are 
accelerating recent gains. For industry is making all 
sorts of preliminary moves—protective as well as pre- 
paratory—before the actual work begins. 


On this subject of national defense, it is well to note 
that while projected expenditures are huge, they may 
prove only an indication of what is to come. The pres- 
ent schedules call for about $7 billion. But if present 
political and military trends in Europe persist, it would 
not be surprising to see this figure doubled or even 
tripled. Fantastic? Turn back the clock some twenty 
years or so and note our appropriations at that time: 
For the fiscal year 1917, $1.6 billion; 1918, $18.9 bil- 
lion; 1919, $27.1 billion! 


Strangely enough, the French request for an armistice 
—which would spell the end of that country’s war pur- 
chases here—did not prove highly disturbing to the busi- 
ness community. For one thing,.the British are ex- 
pected to take over unexpired French contracts; besides, 
the lid of England’s war chest has been thrown wide 
open. Then again, because of the rising interest over do- 
mestic arms spending, the fact that France would step 
out of the buying picture was sort of lost in the general 


shuffle. 


In the face of the recent market upturn, airplane manu- 
facturing stocks have been rather weak. Much of the 
explanation for this lies in the surprise action of the 
Senate Naval Affairs Committee last week. That body 
voted to limit profits on Army and Navy aircraft to 7 
per cent, compared with 12 per cent as at present. This 
is not yet law—and the chances for enactment (as an 
amendment to the Vinson Bill) remain in doubt. But 
granting that it does reach the statute books, it seems 
that the sustained, high level of business promised the 
airplane builders should make for satisfactory earnings 
nonetheless. 


Legislative circles think that the anti-block movie book- 
ing bill may not be needed. The Justice Department is 
now working out an agreement on the Federal anti-trust 
action in the motion picture case. The expectation is 
that block booking will be prohibited by consent decree. 
This will be a hard pill for the industry to swallow.— 
Written, June 20. 


THE MOST ACTIVE STOCKS—WEEK ENDED JUNE 18, 1940 


Shares Net 


Stock Traded Open Last Change 
219,300 48 5334 +534 
ee 160,000 15% 17% +134 
Bethlehem Stee! ........... 131,900 71 77% +6% 
General Motors ...........;; 108,300 413% 441% +2%4 
Anaconda Copper........... 101,100 21% 21% + % 
Internat’l Paper & Power.. 100,100 12 12% + % 
Curtiss-Wright ............ 95,400 7% 7% —% 
Baldwin Locomotive ....... 67,000 15 153% + % 
N. Y. Central Railroad..... 65,600 10 11% +1% 
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Shares -Price— Net 


Stock: Traded Open Last Change 
54,600 9% 

Pressed Steel Car .......... 51,300 9 95% 
Commonwealth & Southern 51,200 ié 1 
General Electric ........... 48,800 30 31% 
Lockheed Aircraft ......... 47,200 27% 263% 
Yellow Truck & Coach..... 46,700 11% 13 


Internat’l Paper & Pwr., pfd. 44,900 46% 4914 
Youngstown Sheet & Tube.. 43,200 30% 32% 
42,500 8% 8% 


| 
) 
+2% 
+ 


Aircra iftsmansh 1 p 


More will soon be heard about the 
new aircraft engine designs of Con- 
tinental Aviation & Engineering— 
these motors are said to develop the 
maximum in horsepower from a given 
cylinder displacement, with a new 
minimum weight per horsepower. . .. 
A giant molding tank has been or- 
dered by the “Duramold” division of 
Fairchild Engine & Airplane to facili- 
tate the production of plastic airplanes 
—this will permit the molding of an 
entire fuselage or pair of wings in a 
single operation. . . . Airplane pro- 
pellers will next be made from woven 
cotton and steel wire fabric laminated 
together—this development of the 
Victor, Lougheed Company would 
further reduce the cost of propeller 
manufacture. ... Cub Aircraft is add- 
ing a three-seater plane to its line, a 
companion product to the present 
two-seater “Cub”—one explanation is 
that there is a growing demand for a 
flivver plane with room for a 
chaperon. . . . The aviation influence 
on novelties continues to have its in- 
fluence—a creation of the O. R. Eaton 
Company is a paper match booklet 
which can be turned into a toy air- 
plane after the matches are used. 


Rubber Rambles 


Tires will be smaller with flatter 
and wider treads, requiring still lower 
air pressures, according to the latest 
designs of B. F. Goodrich Com- 
pany—and this will be accomplished 
while using narrower rims on the 
wheels. . . . Recognizing the pos- 
sibility of broadening markets in 
South America, U. S. Rubber is lay- 
ing plans for the establishment of its 
own branch plant in Buenos Aires, 
Argentina, in September—all opera- 
tives, except technicians, will be na- 
tive Argentines. . . . From England 
comes the report that Dunlop Tire & 
Rubber has discovered a form of rub- 
ber which actually conducts electricity 
—up to now rubber has been one of 
the most important non-conductors. 
. . . Because of its fireproof quality 
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By A. WESTON SMITH, JR. 


and resistance to acid stain, the “ Plio- 
film’? of Goodyear Tire is finding in- 
creasing use in the photographic 
studio and film laboratory—it is now 
available as fitted protective coverings 
for all types of developing and enlarg- 
ing equipment. 


Apparel Antics 


The new “Kaytrique” synthetic silk 
of Julius Kayser will be featured in a 
line of lingerie and night gowns em- 
bellished with dainty floral designs— 
this fabric is reputed to be both run- 
resistant and stretch-proof. ... Next 
in men’s swim trunks will be the 
“Aquabat” of Jantzen Knitting Mills 
—made of “Ripple-Sheen,” a rayon 
and rubber material, these trunks 
have a two-way stretch... . The day 
of Cowboy and Indian suits as play 
costumes for children is fast slipping 
away—for fall Feinberg-Henry Man- 
ufacturing is introducing boys’ play 
suits styled as exact replicas of the 
uniforms of American Air Lines 
pilots and Phillips H. Lord’s “Sky 
Blazers.” . . . The zippers of Talon, 
Inc., will soon be used for attaching 
collars, cuffs and even sleeves to 
men’s shirts—this innovation of the 
Sydney Kann Company would make 
it possible to reverse any or all of 
these accouterments almost instantly. 
... A survey of the preferences of 
college students in men’s shirts and 
shorts will be utilized as the basis 
for the coming campaign of Man- 
hattan Shirt—suggested slogan: “The 
Underwear of Undergraduates.” 


ar brings strange dis- 
locations of trade. It 
has just been discovered that 
some of the German beer be- 
ing served in Mexico was 
made in Japan. 


Radio Vtstonals 


A radio controlled traffic light sys- 
tem which would permit police cars, 
fire engines and ambulances to turn 
all lights red as they speed toward 
street intersections has been per- 
fected by R. C. A.—short wave radio 
transmitters are tuned to each traffic 
light in such a way that the lights 
change automatically as the vehicle 
speeds along. . . . General Motors is 
contributing to the progress of the so- 
called ‘‘television - telephone” that 
made its bow at the N. Y. World’s 
Fair last week—this device employs 
a coaxial cable conductor rather than 
transmitting over the air by television 
frequencies. . . . Frequency-Modula- 
tion (FM) broadcasting is expected 
to stimulate the demand for new radio 
sets more than any other develop- 
ment of the past decade, according to 
Stromberg-Carlson—this change in 
reception has. made obsolete 98 per 
cent of the sets now in use... . The 
experimental telecasts of Station 
W2XBS of the National Broadcast- 
ing Company are being used to test 
the technique of various kinds of 
magicians—it has already been dis- 
covered that producing of a white 
rabbit out of a black silk hat can’t 
be done televisionally. 


Christenings 


The new shutter-type counting de- 
vice of Waltham Watch will be intro- 
duced as the “Pickometer.” ... 
“Flex-Angle” will describe the im- 
proved auto-radio antenna perfected 
by Ward Products. . . . The combina- 
tion sandwich tray and humidor of 
U. S. Manufacturing will be known as 
the “Serva-Snack.” .. . Next in cider 
drinks from Apple Beverage Corpora- 
tion has been dubbed “Spree.” ... A 
patented device for sticking gummed 
rings on the perforations in loose-leaf 
sheets will be brought out by Lincoln 
Laboratories as the “Pre-O-Tabs.” 
. .. Latest in perfume deodorants has 
been christened “Odorade” by Ybry, 
Inc., the maker. .. . Most unusual yet 
in a name for a medicine comes from 
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Sta-Wel Laboratory which calls its 
new digestant “Tummy Tone.” 


Odds & Ends 


The acquisition of a license to make 
duPont’s nylon in Great Britain will 
first be utilized for war purposes— 
the entire production of this synthetic 
yarn will be turned into parachute 
fabrics, balloon cloths and other air- 
craft accessories for the Royal Air 
Force. . . . Standard Brands has 
worked out a novel tie-up between its 
“Tender Leaf Tea” and a series of 


greeting cards—each card is accom- 
panied by a tea ball and invites the 
recipient to make a cup of tea. . 
Blythe Decker Company has de- 
veloped a head rest for barber chairs 
which is equipped with a_ built-in 
electric vibrator—automatic massages 
can be given at the neck of the person 
in the chair as he reclines for a shave. 

. Several meat packers have been 
approached with a method of labeling 
frankfurters with a paper band in 
much the same way as cigars are 
branded—at last, a collar for the hot 
dog! 


BIG BUSINESS HAS 
ITS BIG STORY 


he “moulders of public opinion” 

recently listened to how Big 
Business has been placing the story 
of private enterprise clearly and con- 
structively before the American pub- 
lic since 1933. 

At the invitation of the National 
Industrial Information Committee, a 
division of the National Association 
of Manufacturers, some 100 leaders 
of the printing and publishing indus- 
try recently sat down to dinner at the 
University Club in New York City 
and heard about the highlight of the 
1940 phase of this effort—the “Mobi- 
lization for Understanding of Private 
Enterprise.” This is a nationally or- 
ganized, though locally conducted 
campaign to enlist every business man 
in the job of making the policies and 
practices of private enterprise more 
fully understood in every community. 

It is about seven years since the 
N.I.1.C. first tackled the job of re- 
storing public confidence in business 
leadership. It has been a hard task 
—hbut one that is bearing fruit. For 
all recent authoritative surveys of 
public opinion indicate that business 
is gaining favor with the people at 
large. In this work, every known 
medium of public expression has been 
used—the radio, press, motion pic- 
tures, public speakers, billboards, etc. 
Besides, close cooperation with 
schools, churches, clubs and_fra- 
ternal organizations has been main- 
tained. Interesting is the fact that 
while no attempt is made to force its 
views on the public, the Committee 
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meets every unjustified attack on pri- 
vate enterprise with a prompt reply. 

Despite progress to date, however, 
there is much more to be done. Ac- 
cording to J. H. McGraw, Jr., presi- 
dent of McGraw-Hill Publishing 
Company and presiding officer of the 
evening, present world trends make it 
even more imperative to continue the 
work with increased vigor. Along this 
line, Walter B. Weisenburger, execu- 
tive vice-president of the Nationai 
Association of Manufacturers, de- 
clared that the rise of every totali- 
tarian state has been typified, first of 
all, by an attack upon private enter- 
prise. And the Committee’s chair- 
man, C. M. Chester—who is also 
chairman of General Foods Corpora- 
tion—prayed” that this country 
could experience “just twenty-four 
hours of totalitarianism,” with its 
many restrictions so contrary to the 
American way of living. ‘That twen- 
ty-four hours,” he added, “would cure 
a lot of people who are dissatisfied 
with our present form of govern- 
ment.” 

The group was obviously impressed 
with the work of the Committee as 
outlined in detail by Mr. Weisen- 
burger. This was reflected in sev- 
eral brief addresses by men such as 
Bernarr Macfadden, chairman of 
Macfadden Publications; Thomas R. 
Jones, president of American Type 
Founders, Inc., and Roy E. Larsen, 
president of Time, Inc.; all of whom 
pledged their cooperation to the cam- 
paign. 


800 STOCKS 


Monthly High and 
Low Prices of 


CHARTED 


(From July 1, 1932 to July |, 1940) 


1929's High Prices, and Yearly 
Earnings and Dividends Since 1932 
Also Included 


The forthcoming 
“STOCK PICTURE” portfolio shows 
how stock prices were shattered in 
May and points to some rare buying 
opportunities for those who possess 
vision and courage. 


issue of the 


Think of getting 800 charts of all 


the most important and all the most 
active stocks listed on the New York Stock 
Exchange and the New York Curb at an 


average cost of 1% cents each! That's what 
the “STOCK PICTURE” brings you for $10.00. 
1929's High Prices and Yearly Earnings and 
Dividends since 1932 are now included. 


And the monthly high and low prices of those 
800 stocks are charted for the most important 
period since the 1929 collapse—FROM JULY 1, 
1932 (WHICH INCLUDES THE MARKET 
LOWS OF 1932 and 1933) RIGHT UP 10 
JULY 1, 1940—EIGHT COMPLETE YEARS 
—FOR ONLY $10.00. Ready July 6th. 


Sample chart from “STOCK PICTURE” and 
list of 800 stocks charted FREE on request. 


TERMS: WE pay post- 
age in U.S. if you re- 
mit with order. On FOR- 
EIGN shipments add 10° 
for postage and handling. 


Books Mailed Same Day 
Remittance Is Received 


(Book Buyers Living in 


YOU pay postage and New York City Add 
charges on C.0.D. ship- 2° Local Sales Tax) 
ments in U.S. Post Of- 

fice refuses Foreign C.0.D. FINANCIAL WORLD 
packages. Books sent on 

3 days’ approval if you BOOK SHOP 


authorize us (in event of 2! 
refund) to deduct 25% 
from your remittance for 
privilege of examination. 


West Street 
New York, N. Y. 


Make Your 
Own Charts 


Use the "Price Ranger," a 
specially designed chart blank 
which is particularly adapt- 
able for the simplified plot- 
ting of daily stock prices 
(high, low, and close) and 
sales volume. 


These sheets are each 8!/5 by 
11 inches and are sufficient 
for a six months’ arithmetical 
record. Prices: $1.00 for 
twenty-five individual sheets, 
postpaid. Check or money 
order accepted. 


EDWARD 
WILLMS 


. : 136 Liberty St. 
ion prepare 
to yo on New York City 


Charts, graphs 
and floor plans 
of every type 
and descrip- 
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he volume of trading in the bond 
market was heavier last week 
than in the previous week. Foreign 


bonds were a feature. Medium and 
speculative rail obligations were 
stronger; high grade corporates and 
utilities were also able to score some 
gains. U.S. Governments continued 
to recover more of the ground lost in 
previous sessions, and in some cases 
were within striking distance of the 
record highs attained last year. The 
investment interest in the Govern- 
ment section of the list is being stimu- 
lated by the fact that the direct fiscal 
needs of the Treasury at the present 
time, in so far as bond and note re- 
funding are concerned, are such that 
actual defense borrowing could begin 
within a few weeks. Furthermore, 
the question of taxation with respect 
to the pending defense bonds is arous- 
ing interest in the non-taxable issues 
currently outstanding. 


FOREIGN BONDS 


One of the recent features in the 
foreign bond division was the unusual 
strength in Italian and German issues 
after France’s request for an armis- 
tice. Despite full maintenance of in- 
terest service, Italian issues had pre- 
viously sold at levels anticipating de- 
fault and their gains last week were 
substantially larger than those regis- 
tered by German bonds, on the best 
of which only partial interest pay- 


BOND REDEMPTIONS 


Redemption 
Issue Amount Date 
Atlanta Water & Electric 
Power Co., 1st 5s, 1943. $23,000 July 1,’40 
Cuba (Republic of) external 


716,300 July 15,’40 
Denver Joint Stock Land Bank 

coup. & regis. 2s, 1942.... Entire July 1,40 
Gereral Moters ‘Acceptance 

Greenville Water Co. Ist & 

Jackson Co. ist 5s, 

dated ae 44,000 June 30,’40 


Entire July 16,’40 
39,000 Aug. 1,’40 


poine States Box & Basket 


Co. Ist (closed) 6%s, 1948 35,000 July 1,’40 
Loraine Hotel Co. (Madison 

Wisc.) Ist 5%s, 1945..... 14,900 July 1,’°40 
San Antonio Joint Stock Land 

Bank coup. %s, 1941...... Entire July 1,40 


Slattery Co., Inc. (Shreveport, 
La.) ist R.E. & Ishid. 


38,000 July 1,’°40 
Southern Ice & Utilities Co. 
(Dallas) 1st conv. 6s, 1946 35,500 Aug. 1,40 


Western Light & Telephone 
Co. Ist lien coll. A 5s, 


Wisconsin Power & Light Co. 
serial 4s, 1942-46......... Entire July 12,’40 
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ments are made—and these, if ac- 
cepted, must be taken in full settle- 
ment of the claims. Because of the 
very precarious financial conditions 
of these two belligerent nations 
(which are not mitigated by current 
military successes) holders of Italian 
and German bonds should take ad- 
vantage of such rallies to liquidate 
their positions. If historical records 
are of any value it must be expected 
that a defeated Germany and Italy 
just could not live up to their old 
obligations, and that if victorious 
these two countries doubtless would 
do everything possible to avoid pay- 
ments to American investors for rea- 
sons to be found in our Government’s 
attitude toward the Allies. 
Something entirely new in govern- 
ment bonds is contemplated by the 
Dominion of Canada, namely the sale 
of bonds without interest, the only in- 
centive being an appeal to the patri- 
otism of the Canadians. The plan is 
supposed to start with an initial issue 
of $10 million due in five years. 
However, the bonds must be regis- 
tered and are not transferable, as 
otherwise they could be used as cur- 
rency and then the plan would be 
nothing but a resort to the printing 
press with all its inflationary impli- 
cations. The Canadian Government 
expects to sell a large part of the pro- 
posed issue in small amounts to indi- 
vidual investors. It will be interest- 
ing to watch the success of the sale 
of these bonds as our own Govern- 
ment might later on decide to follow 
the Canadian example with an appeal 
to American patriotism in case this 
experiment proves a success. 


NORTHERN PACIFIC ISSUES 

The various series of the Northern 
Pacific’s refunding and improvement 
mortgage bonds have been giving a 
good account of themselves in recent 
sessions. This is not unusual when 
consideration is accorded the attrac- 
tive yields available, the encouraging 
operating trends of the carrier and 
the fact that it is coming up to its 
heavy July 1 interest date with cash 
resources reported to be the largest 
in years. (Recent prices, 4%4s, 43%; 
5s, 48; 6s, 53). 

Reflecting in part heavier lumber 
shipments, the most recent operating 
figures continue to show good gains 
over last year’s levels. This progress 
in combination with moderately en- 
couraging prospects for the road’s 
traffic over the remainder of the year 
suggests that some improvement in 
the fixed charge coverage will be 
shown over the 1.01 times reported 
for 1939. It is interesting to note 
that this carrier has not found it nec- 
essary to borrow from the R.F.C. or 
any other government agency. 


WARREN BROS. 6s 


The real key to the Warren Bros. 
situation continues to be the final dis- 
position of roughly $11 million of 
Cuban Treasury Notes held by the 
company. These were received in 
1930 as payment for completed road 
construction in that country and are 
in default as to principal and interest. 
The Republic of Cuba has agreed to 
settle the Warren Bros. claim in full 
for some $8.7 million in new bonds. 
As things now stand, a new Cuban 
Congress is expected to take office in 
the late fall. There is, however, a 
possibility that the Constitutional As- 
sembly will authorize the existing 
“miniature” Congress to act upon set- 
tlement of this question before the 
new government takes office. Such a 
procedure, it is understood, would be 
legal. And there have been intima- 
tions from some official sources that 
action of this kind might be expected 
shortly. But, of course, there can be 
no definite assurances to this effect. 

A more tangible observation at the 
moment concerns the company’s cash 
position, which totaled $625,772 as of 
December 31, 1939. This item is 
being bolstered by receipts of around 
$10,000 monthly from the Argentine, 
the funds representing principal and 
interest on the company’s investment 
of around $1 million in liens on small 
homes there. As for domestic oper- 
ations, these have been well ahead of 
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year-ago levels since 1940 began and 
the outlook for gains over the re- 
mainder of the year is favorable. 

It is worthy to note that the com- 
pany had approximately $1.4 million 
in net current assets at the 1939 year- 
end and that principal amount of 
bonds outstanding was roughly $6 
million at that time. At current mar- 
ket prices, in other words, the com- 
pany’s entire funded debt is quoted 
at around 85 per cent of net current 
assets alone. As previously men- 
tioned, the real speculative fillip in 
these bonds relates back to ultimate 
fate of the Cuban Treasury obliga- 
tions, which bulk so large in the com- 
pany’s assets. But at present prices, 
around 20, the 6s represent an inter- 
esting speculation for those who are 
willing to assume the obvious risks. 


INTERSTATE POWER 5s 


During the past two weeks one of 
the most striking gains in the bond 
market has been registered by the 
Interstate Power Company first 5s of 
1957. During the week ended June 
15 these bonds sold as low as 52, but 
closed the week at 58% and at this 
writing are priced at 5914. The low 
for the year (5114) was under the 
1939 low of 55 but well above the 
1937-8 lows of 32-35. This subsidi- 
ary of Utilities Power & Light (now 
Ogden Corporation) has had an un- 
impressive earnings record over the 
past seven years. In none of these 
years has the company been able to 
earn its total fixed charge and pre- 
ferred dividend requirements, and 
earnings for each of the three years 
1936-8 were insufficient to cover even 
fixed charges. The last earnings re- 
ported are those for the 12 months 
ended September 30, 1939, and these 
showed a substantial downturn in net 


When You Inquire 


insure prompt replies to 

inquiries addressed to the Con- 
fidential Advice Service, subscribers 
are required to enclose a self-ad- 
dressed stamped envelope with each 
inquiry, which must be limited to a 
request for advice on a single N. Y. 
S. E. or Curb security. To facilitate 
quick replies subscribers should at- 
tach a special delivery or air-mail 
stamp. Prepaid telegrams will be an- 
swered (collect) as soon as they are 
received. 


No Telephone Inquiries Can Be Answered 
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NEW_ISSUE 


June 18, 1940 


This advertisement appears of record only and is not, and is under no circum- 
stances to be construed to be an offering of these Shares for sale or 
a solicitation of an offer to buy any of such Shares. The 
offering is made only by the Prospectus. 


260,000 Shares 
Continental Aviation and Engineering 


Corporation 


Common Stock 
(Par Value $1) 


Price $3.25 Per Share 


Copies of the Prospectus may be obtained only from dealers qualified to act as brokers 
in States in which the Prospectus may legally be distributed. 


VAN ALSTYNE, NOEL & Co. 


income compared with 1938. How- 
ever, the fixed charges include inter- 
est on the junior issue of $7.5 mil- 
lion debenture 6s as well as the ser- 
vice on the loan from affiliated com- 
panies. Interest on the first 5s indi- 
vidually has been earned every year 
by a fair margin. It is also likely 
that earnings since September have 
made a better showing. 


M.-K.-T. PRIOR LIEN 5s 


Anticipating the July 1 interest 
payment, the Missouri-Kansas-Texas 
prior lien A 5s, 1962 have shown 
rallying tendencies recently by climb- 
ing above 13. Despite this market 
performance, however, the road’s fi- 
nancial and operating prospects con- 
tinue unimpressive and the prior liens 
are not regarded as sufficiently attrac- 
tive to warrant a constructive recom- 
mendation. 

Adverse operating trends in recent 
years have weakened the financial 
position of the road. Although slight 
progress has been noted in the re- 
ports for the current year, a consider- 
able upturn in traffic must be wit- 
nessed in order to offset the effects 
of the drain upon finances that will 
result from the recent decision to pay 
the July 1 interest. Until such time 
as the traffic picture shows a substan- 
tial turn for the better, the road will 
remain in the “borderline” class and 
the prior lien obligations (senior only 
to the adjustment bonds) must be 
classed as highly speculative. 


BANK SPURS FHA 
ACTIVITY 


ith the New York residential 

building boom now overflow- 
ing into Nassau County, financial in- 
stitutions in that section of the state 
are preparing to handle an increased 
volume of realty business. A leader 
in this move is the West Hempstead 
National Bank, which gave an “FHA 
Loan Dinner” to about 100 Long 
Island real estate men at the Hemp- 
stead Golf Club last week. Led by 
Thomas G. Grace, Director of the 
Federal Housing Administration in 
New York State, guests heard a 
series of brief talks on how modern- 
ization activities could be effected 
under existing national legislation. 
Value of the “FHA Loan Dinner” as 
a business getter is well illustrated in 
the case of the Bayside National 
Bank in Queens Borough, New York 
City, where a recent similar function 
was followed by a “tremendous in- 
crease” in FHA-insured loan activity 
(See FW, Mar. 20; p. 8). 


AIRLINE TICKET OFFICE 
FOR WALL STREET 


N“ York’s financial district 1s 
to have its first airline ticket 
office. Eastern Air Lines and United 
Air Lines will soon open joint quar- 
ters at 67 Wall Street, with complete 
waiting room facilities and limousine 
connections to La Guardia Field. 
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ITEMS of 
INTEREST 


Upon request, and without obligation, 
any of the literature listed below will 
be sent free direct from the firm by 
whom issued. To expedite handling, 
each letter should be confined to a 
request for a single item. Print 
plainly and give name and address. 


Items of Interest Department 


The Financial World 
21 West Street, New York, N. Y. 


ACCURATE TOUCH TYPEWRITING 
19-page booklet for anyone who wishes to 
learn to write by touch. Also for Secre- 
taries who wish to increase their speed 
and accuracy. Please write on letterhead. 


AMERICA’S SMARTEST BOATS 
Beautifully illustrated brochure describes 
100 style-leading models at new low prices, 
features and specifications unobtainable 
from any other boat builder. 


EYE-SAVING LAMPS 
An interesting new catalogue, describing 
lamps for every reading, writing and 
working need in office and industry. 
Please write on business letterhead. 


HOW TO BUILD BETTER HOMES 
To provide livability and comfort econ- 
omy in operation; lasting home values; 
guaranteed protection. A most valuable 
booklet for anyone owning a home or 
expecting to remodel or build one. 


64-PAGE ART CATALOGUE 
Describing in detail and illustrating orig- 
inal signed etchings and lithographs of 62 
leading American artists, priced at only 
$5 each. Also included are 125 illustra- 
tions and exciting biographical data. 


COMFORT AND CLEANLINESS 

IN YOUR HOME 
This booklet brings you the facts about 
a great advance in low-cost, warm-air heat- 
ing for homes. For home owners only. 


PREVENTABLE ACCIDENTS 
A very interesting book showing the right 
and wrong ways of driving. Very help- 
ful to new as well as experienced motor- 
ists. Please write on letterhead. 


AIR CONDITIONERS FOR YOUR 
HOME AND OFFICE 
Enjoy cooled, dry, fresh, clean air on hot, 
humid days and nights. Moderately priced 
and obtainable on easy payments. Please 
write on business letterhead. 


HOW ONE CAN MAKE A LIVING AS A 

LIFE INSURANCE REPRESENTATIVE 
An informative 30-page booklet covering 
every phase of this subject suitable for 
anyone seeking employment which offers 
a future. 


OPENING AN ACCOUNT 


24-page informative booklet on this sub- 
ject. Prepared by a N. Y. S. E. firm 


PATTY PERFECT 
Attractive booklet which anwers_ the 
question: “What are the Qualifications 
of a Good Secretary?’’ Please write on 
business letterhead. 


STATISTICS ON 1,000 STOCKS 
Also study of 24 dividend paying common 
stocks. Made available by N. Y. S. E. 
firm. 


FIFTY COMMON TYPING FAULTS 
AND HOW TO AVOID THEM 


This 24-page booklet written by the 
world’s typing champion is most interest- 
ingly illustrated and is filled with invalu- 
able information for the secretary. Please 
write on business letterhead. 
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NEWS OF THE STREET 


houses are visibly 
pleased with the ability of both 
the bond and stock markets not only 
to withstand the repeated shocks 
from abroad during the past three 
weeks, but even to stage a substan- 
tial come-back. The opinion is 
slowly spreading that the downward 
trend in both markets that has been 
under way since August probably 
saw its culmination last month. 
Nevertheless the shocks were so vio- 
lent and emotional that underwriters 
are not yet confident enough to test 
out the public demand for new offer- 
ings immediately. Only two new 
issues are set for the coming week, 
amounting to less than $17.5 million. 
These are the Rochester Gas & Elec- 
tric 3%s and Saenger Theatres 4's. 


But despite the general unsettle- 
ment, two stock offerings were ac- 
corded good response on Tuesday. 
Continental Aviation & Engineering 
had come out of the 20-day “incuba- 
tion” period with the SEC June 12, 
and Canadian Colonial Airways was 
released May 28. 


Given less disturbing foreign news 
and some further recovery or sta- 
bility, however, new offerings will 
become more plentiful. There are 
enough “indefinite clearance’ issues 
in sight to add up to some $200 mil- 
lions in bonds alone, as well as some 
14 different stock issues. The “go” 
signal may develop from the recep- 
tion to be accorded to the forthcom- 
ing offerings of “governments” to 
raise funds for the huge national de- 
fense program. Present indications 
are that most of the defense loans 
will be of a fairly short term, aver- 
aging about five years maturity, as 
recent prices for this class indicate 
a yield well under 1 per cent. Inci- 
dentally, the suggestion of Secretary 
Morgenthau—that the defense loans 
consist of taxable issues rather than 
tax-exempts—has also aroused con- 
siderable interest, but the question is 
still open. 


General Motors Acceptance will re- 
deem $50 million 3%s of 1951 on 
August 1. Funds for the purpose will 
be obtained from bank loans. This an- 
nouncement is another indication of 


the plethora of idle funds seeking 
large-scale investment. It was only 
last month that Anaconda Copper re- 
deemed $33 million 4%s. In this 
connection it is said that holders of 
over $2 million Anaconda bonds have 
not yet presented their bonds for 
payment. Although new offerings of 
corporate bonds and_ stocks have 
been held up in recent weeks, it is 
significant that several substantial 
corporate issues have been placed 
privately with insurance companies. 


Attention of the Street will focus 
on the political conventions during 
the next several months. On Mon- 
day, June 24, the Republicans gather. 
There are so many dark horses at 
this time that Wall Street is not in- 
clined to risk much money on the 
chances of this or that candidate. It 
is notable, however, that utility com- 
mon stocks have recently enjoyed a 
mark-up equal to, if not exceeding 
(in percentage), the rise in indus- 
trial stocks. 


Plans for the Merrill Lynch, E. A. 
Pierce & Cassatt advertising cam- 
paign have been completed, and will 
constitute the most ambitious pro- 
gram of its sort that has yet been 
seen. The theme will be the basic 
policies of the firm and the services it 
offers, the initial advertisement in the 
series pointing out that it has offices 
in 38 cities, memberships in 27 ex- 
changes and 12,000 miles of leased 
wires. The campaign will run in 65 
newspapers, four financial magazines 
and one national general magazine. 
Insertions are to appear at regular 
intervals over the remainder of the 
year. 


STEEL INDUSTRY 
SPENDING UP 


teel Facts, organ of the American 
Iron & Steel Institute, states that 
steel companies expect to spend near- 
ly $146 million for new equipment 
during 1940. The aggregate amount 
budgeted by steel units for plant mod- 
ernization this year is more than was 
spent in either of the two preceding 
years, and brings the total spent or to 
be spent for new equipment since 
1934 to over $1 billion. 
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| jones the past two weeks the 
market has had to contend with 
two of the most unfavorable bits of 
news that have appeared since the 
war began. A market dependent pri- 
marily on the buying power of small 
speculators with limited cash and 
equally limited courage would un- 
doubtedly have responded to Italy's 
entrance into the war, and France's 
virtual exit from it, with severe de- 
clines. The fact that no such devel- 
opment took place on either occasion 
furnishes ample proof that stocks are 
in strong hands. The remarkable ad- 
vance from June 10 to 19 provides 
further corroboration of the view 
that the decline has been terminated, 
at Jeast for the time being. 

So impressive has been the mar- 
ket’s performance in the last several 
weeks that it appears a reasonable 
presumption that the current rally 
will be extended for a good many 
weeks to come. The June 5 dip 
proved not to be the final test of the 
May 21-24 lows; another selling 
flurry appeared June 10 but on this 
occasion, as on June 5, the rail aver- 
age refused to confirm the action of 
the industrials in declining into new 
low ground. With the advance since 
that time above the highs of the pre- 
ceding three weeks, the secondary 
trend has been established as upward. 

This will continue to be the case as 


long as each minor rally betters the 
tops of the last such move, while one 
or both averages hold above former 
lows on minor reactions. The pre- 
ponderant weight of evidence that the 
market has been oversold suggests 
that this pattern will be witnessed for 
some time. Trading volume during 
the recent advance has not been ex- 
ceptionally large, but it has been con- 
siderably more impressive on days 
when prices were scoring their great- 
est gains than during sessions char- 
acterized by weakness. The severe 
decline of June 10, for example, was 
accomplished on a turnover of less 
than a million shares, while about 
1,360,000 shares were traded June 12 
when the rails added 1.88 points and 
the industrials rose 5.49 points. 

The action of our equity markets 
has been in sharp contrast to that of 
prices in England, where the indus- 
trial average of the London Financial 
Times has dropped from 77.6 to 70.2 
since June 10, and the same publica- 
tion’s average of railroad stocks has 
receded from 38.2 to 34. And of 
course even the June 10 prices abroad 
were far below the year’s highs estab- 
lished in February—101.6 for the in- 
dustrials and 58.2 for the rails. Bar- 
ring our participation in the war, 
American stocks should certainly con- 
tinue to out-perform English equities. 
—Written June 19; Allan F. Hussey. 


TRENDS OF THE DOW-JONES AVERAGES 


These chart studies are presented for those interested in the technical aspects 
of the market and are not to be construed as recommendations or as indi- 
cations of THE FINANCIAL WORLD'S opinion on the stock market. 
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at Thirty 
OR 


Young at Seventy? 


What do they indicate? Simply that true youth 
is physiological, having little to do with years. 


You can’t lengthen your life by magic, but 
you can cutwit the common life-shorteners, par- 
ticularly the so-called degenerative diseases of 
middle age caused by strain and worry. And 
you can do it without starvation diets or punish- 
ing exercises. 


For fifteen years Daniel Josselyn has been do- 
ing remarkable work in rebuilding and reju- 
venation, numbering among his private clients 
many prominent people in New York, Palm 
Beach and other parts of the country. His 


method is simple, practical and definite—and 
it works. 


YOU CAN 
STAY YOUNG 


By Daniel W. Josselyn 
Author of 
Why He Tired? 
$1.50 Postpaid 
Financial World Book Shop 
21 West St.. New York 


To Owners— 
Executives of 


Industrial Corporations 


A financial this 


Position to negotiate additional substan- 


client of firm is in 
tial capital requirements for such busi- 
nesses that can show a record of able 


management, 


increasing markets and 


earnings, and enjoy a high rating in 
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Central Violeta Sugar Company, S. A. 


Gair (Robert) Company, Inc. 


Earnings and Price Range (CVS) 

Data revised to June 19, 1940 ro 
Incorporated: 1936, under the laws of the 30 
Republic ef Cuba pursuant to plan of re- 20 wena Dationen J 
organization of Eastern Cuba Sugar Cor- 10 
poration, a Cuban corporation formed in 0 = 
1920. Office: Edificio ‘‘La Metropolitana,” Fiscal year ends Sept. 30 $2 
Havana, Cuba. Annual meeting: January EARNED PER SHARE $1 
10. Number of stockholders (December 28, 0 
1938): 1,161. DEFICIT PER SHARE $1 
Capitalization: Funded debt.........$94,000 1932 "33 “34 °35 °36 ‘37 °38 1939 
Capital stock ($19 par Cuban 


Data revised to June 19, 1940 pornings and Price Range (GA) 


Incorporated: 1932, Delaware, as successor 20 

to company of similar name formed in 1903. 15 

Business originally established in 1864. 10 PRICE RANGE mi | 

Office: 155 East 44th Street, New York City. 5 

Annual meeting: Fourth Thursday in March. 

Number of stockholders (May 31, 19406): EARNEO PER SHARE $2 

preferred, 2,152; common, 2,785. Stock | 0 

Capitalization: Funded debt... .*$3,563,350 = 

Preferred stock $3 cum. DEFICIT PER SHARE 
shs 1932 °33 “34°35 “36°37 38 1939 


Common ($1 DAP) 646 shs 


shs 


Business: Produces raw sugar and its by-products. Owns 
some 93,000 acres of land in the province of Camaguey, Cuba, 
and two mills (centrals), one of which has not been operated 
since 1930. The other’s annual grinding capacity of 500,000 
bags (325 lbs. each) is more than sufficient for quotas under 
existing Cuban restrictions. Normally 65% of production is 
shipped to the U. S. and 30% is sold in world markets. 

Management: Satisfactory, but handicapped by restrictions. 

Financial Position: Fair. Working capital September 30, 
1939, $649,849; cash, $62,129. Working capital ratio: 6.1-to-1. 
Book value of capital stock, $25.37 per share. 

Dividend Record: Irregular payments beginning 1937. 

Outlook: Use of full productive capacity is prevented by 
quota regulations in the U. S., the company’s best market. 
Prices in world sugar market usually leave only small margins 
except when under abnormal influences such as a war. 

Comment: The shares carry the risks attaching to the more 
highly speculative commodity stocks as well as those deriving 
from the special factors of governmental controls. 


*EARNINGS, DIVIDEND RECORD AND RANGE 
Years ended Sept. 30: 1937 1938 


Earned per $1.63 D$0.09 $051 
Years ended Dec. 31: 
0.50 None 0.25 tNone 
Price Range: 


*Before reorganization company showed losses of $293,000 and $510,000 respectively 
for the 1936 and 19°25 fiscal periods ended September 30. 7fTo June 19, 1940. 


Dayton Power & Light Company 


Egrnings and Price Range (DPL)Pfd. 


Data revised to June 19, 1940 


incorporated: 1911, Ohio. Office: 25 North 100 TRICE RANGE 
Main Street, Dayton, Ohio. Annual meet- 75 
ing: Second Thursday in May. Number of 50 
stockholders: 1,994. 95 
Capitalization: Funded debt..... $20,472,000 ie) EARNED PER SHARE oi 
*Preferred stock 44%2% cum. $ 
PRT) 100,000 shs 
7Common stock (no par)........ 360,000 shs 


*Callable at $107.50 per share. fAll 


*Including $150,000 subsidiary debt. ‘¢Callable at $52.50 a share. Has equal voting 
rights with common 


Business: Makes folding cartons, corrugated paper prod- 
ucts (40% of sales), fibre shipping cases (33%), paperboard and 
allied products (27%). With subsidiaries, operates 24 plants 
in U. S. and Canada. 

Management: Aggressive; long connected with the business. 

Financial Position: Unimpressive. Net working capital De- 
cember, 31, 1939, $1.7 millions; cash, $706,124. Working capital 
ratio: 1.6-to-1. Book value of common, $12.29 a share. 

Dividend Record: Preferred payments, 1936-1937; none since. 
Arrears as of April 1, 1940, $7.50 per share. No dividends ever 
paid on present common. 

Outlook: Although problems incident to internal reorgan- 
ization have been a factor over recent years, operations are 
basically influenced by cyclical trends in the paper industry. 

Comment: Both classes of stock represent highly speculative 
commitments in a volatile industry. 

EARNINGS RECORD AND PRICE RANGE OF COMMON: 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Year’s a Price Range 
Se $0.31 $0.38 $0.07 D$0. 76 Nil t15%— 8 
D0. 22 D0.33 D0.31 DO0.15 D1.01 2% 
D0.30 DO0.50 D0.41 D0.87 D2.08 2 


*Not available. | om prices. {Listed on New York Stock Exchange June 12, 1937, 
§To June 19, 194¢ 


Hinde & Dauch Paper Company 


owned by Columbia Gas & Elec. 


Business: Serves Dayton and 56 other Ohio communities 
with electricity. Supplies natural gas to Dayton and several 
other communities; steam heat to part of Dayton; water ser- 
vice to Wilmington, Ohio. 

Management: Controlled by Columbia Gas & Electric Co. 

Financial Position: Unimpressive. Working capital deficit 
December 31, 1939, $371,015; cash, $365,230. Working capital 
ratio: 0.84-to-1. Book value of preferred stock, $214.82 per 
share. 

Dividend Record: Regular preferred payments since issuance. 

Outlook: Expanding use of electricity and a diversified load 
assure continued long term growth, subject to temporary in- 
terruptions from rate reductions or recessions in general busi- 
ness activity. The territory served is highly industrialized. 

Comment: The preferred stock is of good investment 
quality. 


*EARNINGS, DIVIDEND RECORD AND PRICE aa OF PREFERRED: 
M 31 J 30 Sept. 30 Dec. 31 Total oi yevend Price Range 


5.82 $3.98 $3.16 $7.48 0. 
1934 5.98 4.41 2.56 449 17.44 
1935........ 6.37 4.25 3.38 
1936........ 8.43 5.15 3.93 7.07 24.58 $2.95 
8.71 6.59 4.91 7.ll 27.32 4.50 — 96 
8.39 5.26 4.70 7.67 26.02 4.50 111% 
9.89 7.1 5.47 8.27 30.76 4.50 112%—103 


*Based on present capitalization. a available. tOn present preferred shares, 
issued July 1, 1936. §To June 19, 1940 


: Earnings and Price Range (HDP) 


Data revised to June 19, 1940 
Incorporated: 1904, Ohio. Business estab- 


S 
| 
30 

lished in 1888. Office: 407 Decatur Street, ee | 
Sandusky, Ohio. Annual meeting: Second . 
Wednesday in April. Number of stock- 0 EARNED FER SHARE $4 
holders (April 1, 1940): preferred, 807; $2 
common, 956. 0 
Capitalization: Funded debt........... None $2 
*Preferred stock $5 cum. conv. SS $4 

35,900 shs 1932 ‘33 '34 ‘36 ‘37 ‘38 1939 
Common stock ($10 par)........ 360,250 shs 


*Callable at $105 a share. Convertible into 2% common shares for each preferred 
to April 1, 1941; thereafter into 2 common shares through April 1, 1946. 


Business: Principal products are corrugated shipping con- 
tainers and packing materials, strawboard and _ linerboard. 
Also sells corrugated insulating materials for use in auto- 
mobiles, refrigeration, and building construction. Chief raw 
materials are purchased from outside sources. 

Management: Capable and of long standing. 

Financial Position: Good. Net working capital December 
31, 1939, $3.7 million; cash, $1.3 million; cash surrender value 
life insurance, $292,434. Working capital ratio: 4.9-to-1. Book 
value of common, $20.25. 

Dividend Record: Regular payments on preferred since 
issuance 1937, varying on common 1918-30; 1935 to date. 

Outlook: Sales and earnings may be expected generally to 
follow industrial trends. However, bulk of demand is from 
the consumer goods field, thus lending greater-than-average 
stability to operations. 

Comment: Preferred appeals for semi-investment purposes; 
common is a better-than-average equity in the paper group. 

*EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 
ear 


o. sated: Mar. 31 June30 Sept. 30 Dec. 31 Total Dividends Price Range 


$0.49 $0.79 $0.93 $0.83 $2.86 1.70 381%4—35 
1 ee 0.90 1.09 1.09 0.45 $3.5 2.00 37 —16% 
ree 0.39 0.25 0.32 0.33 1.29 1.0 21%—15 
0.30 0.35 0.15 1.10 1.90 1.00 19 
0.45 oes ane $0.50 118%—14 


*Based on stock at end of period giving effect to 10-for-1 split of common in 1935. 
All subsidiary earnings included, except Hinde & Dauch Paper Co. of Canada, Ltd., 
only dividends from latter included. Not available. tAfter surtax, quarterly earnings 
are before this tax. §Includes 25¢c payable July 1, 1940. {To June 19, 1940. 


(For additional Factographs please turn to page 28) 
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_ Concluded from page 6 


shown by any market chart allowing 
a comparison over a sufficient length 
of time. Short selling is misunder- 
stood by the public. It is so common 
in commerce and general business that 
it is not thought of as short selling. 

Still another monkey wrench, 
‘which applied principally to the bond 
market, is the difficulty in putting out 
new issues. This has forced a great 
deal of private financing during the 
past few years. Many new bond is- 
sues have been sold directly to in- 
surance companies. Reliable estimates 
place the amount of such private 
financing over the past eighteen 
months at more than a billion dollars. 
Of course, there are no market quo- 
tations for any of these bonds. They 
are frozen where they are. 


LACK OF SPONSORSHIP 


Probably the principal monkey 
wrench which has ruined the liquidity 
of the bond market on the New York 
Stock Exchange is the concentration 
of the many restrictions into a lack 
of sponsorship of issues listed in this 
market. Formerly there were houses, 
or groups, or individuals, who were 
ready at any and all times to take on 
certain securities whenever they 
reached what the sponsors thought 
were attractive prices, or when they 
thought they could turn them quickly. 
Now, the bond market on the Big 
Board has been made so unattractive 
that sponsorship has been reduced to 
the minimum. The current price of 
seats on the New York Stock Ex- 
change of $36,000, the lowest figure 
for twenty-six years, is conclusive 
proof of the unattractiveness of the 
securities business under the SEC. 

Meanwhile the investor—the gul- 
lible public—has to pay for the New 
Deal experimentation with the securi- 
ties markets of the country. The in- 
vestment banker and the stock ex- 
change member, imitating the spine- 
less jelly-fish, stand idly by letting 
the New Deal ruin the very heart 
of our economic system, the heart 
which pumps the life-blood of capital 
through the sinews of machinery, the 
arteries of transportation to the very 
capilaries of the smallest business in 
the hinterland, creating economic 
health for business and industry. 


JUNE 26, 1940 


investors do — register 


ings on a basis keyed to 
the investment prospect, 
and keep them there. 


The service is personal. There 
are no printed bulletins or 
group advices. The supervi- 
sion is entirely through cor- 


respondence, and_ consulta- 
tion by mail, wire or in 
person. 


The annual fee is small; one- 
fourth of one per cent of the 
market value at the time you 
enroll. The minimum fee is 
$125 a year. It applies to port- 
folios valued between $10,000 
and $50,000. 

Mail your list of securities 
with your registration fee to- 
day and cut your investment 
worries at once. Or use the 
coupon. 


AND MAIL TODAY 


FINANCIAL WORLD 
RESEARCH BUREAU 


21 WEST STREET 


Please explain (without 
obligation to me) how 
your personal supervisory 
service will aid me in re- 
covering losses or laying 
foundations for market 
profits and better income. 

I enclose a list of my 
securities and their cost. 


Take prompt advantage 
of this opportunity 
for better income 


A new situation has developed as the result of the 
entry of Italy into the war and the intensification of 
the German attack on France. Losing all sense of 
proportion, investors have tossed securities into the 
market without discrimination. 


However, this selling, which brought quoted values 
of many securities down deep into the bargain sector, 
has created genuine opportunities for establishing 
portfolios on a basis promising capital enhancement 
or recovery, or an unusual rate of income. 


These opportunities will pass quickly. Take time 
by the forelock and put your list of securities in 
line with the recovery prospect. Do as other alert 


your portfolio with the 


Financial World Research Bureau for continuing 
supervision. This will quickly establish your hold- 


The Service 


The Financial World Research Bu- 
reau achieves the ideal of invest- 
ment supervision. Following its 
time-tested procedure, the Bureau: 


(a) Prepares a definite program based on 
your objectives and resources, looking 
to capital enhancement, increased in- 
come, or both; 

(b) analyzes the portfolio already estab- 

lished; 


(c 


tells how to recast it so as to bring it 
into line with current business and’ 
investment prospects, and in accord with 
your program; 


(d 


advises you, if your resources are en- 
tirely in cash, how to inaugurate your 
program; 


tells you instantly when each new step 
in your program is necessary; 


(e 


keeps a record of every transaction yeu 
make, and an accurate transcript of your 
investment position; 


(f) 


furnishes monthly comment 
program and your progress; 


(g) 


on your 


(h) provides full consultation privileges, in 
person, by mail, or by wire, regarding 


any investment problem. 


NEW YORK, N. Y. 
Objective: 


Income [] Capital enhancement [] 


(or) Both [J 
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Holly Sugar Corporation 


St. Louis-San Francisco Railway Co. 


Data revised to June 19, 1940 Earnings and Price Range (HLY) 
Incorporated: 1916, New York, as successor 50 
of Holly Sugar Company formed in i905 in 40 
Colorado. Main office: Golden Cycle Build- 30 
ing, Colorado Springs, Col. New York office: 20 


PRICE RANGE | 


120 Broadway. Annual meeting: Third 10 - 
Wecenesday in June. Number of steckholders 0 |= year _ends Mar. 
(January 15, 1938): Preferred, 610; com- $6 
mon, 1,840. $3 
Capitalization: Funded debt....$4,400,000 0 
*Preferred stock (7% cum. $3 
22,058 shs 1933 °35 °36 “37 °38 °39 1940 
Common stock (no par).......... 500,000 shs 


Redeemable at $115 a share 

Business: The second largest U. S. factor in the manufac- 
ture and sale of granulated beet sugar. Beets are bought from 
independent growers under participating contract. Owns 11 
factories (Col., Wy., Cal. and Mont.). Through subsidiary, con- 
ducts livestock feeding operations. Also has interest in an oil 
company, which is exploiting wells located on its land. 

Management: Efficient and progressive. 

Financial Position: Adequate. Working capital as of March 
31, 1940, $6 million; cash, $1.3 million. Working capital ratio: 
1.9-to-1. Book value of common, $18.83 a share. 

Dividend Record: Preferred payments suspended in 1930; 
accumulations paid up and regular payments resumed in 1936. 
Initial common dividend paid, 1936; suspended again in 1939. 

Outlook: Chief earnings factor is price structure for re- 
fined sugar, which is determined by the quota system. These 
regulations in turn, while price-supporting, restrict production. 

Comment: The preferred qualifies as a semi-investment 
issue; the common belongs among the better equities in a 
fundamentally speculative industry. 


*EARNINGS, DIVIDEND RECORD AND nm * RANGE OF ees: 


Years ended Mar. 31: 1935 1936 1939 1941 

Earned per share. $1.78 $5.02 $5.49 $105 

Years ended Dec. 31: 1934 1935 1936 1937 1938 1939 1940 

Dividends paid .... None None +$2.00 $2.00 2.25 None tNone 
Price Range: 

6 233% 42% 43% 2514 21% 

4% 19% 15% 115, 85% ts 


*Adjusted to present capitalization. Including extras. tTo June 19, 1940. 


Data revised to June 19, 1940 Earnings and Price Range (FN) 
Incorporated: 1916, Missouri, as successor to 10 
St. Louis & San Francisco Railway, incor- 6 PRICE RANGE 
porated in 1896. Office: Frisco Building, 6 
St. Louis, Mo. Annual meeting: Second 4 ‘fm 
Tuesday in May. Number of stockholders 2 font 
(March 15, 1939): preferred, 7,389; com- 0 =. 
mon, 7,419. 0 
Capitalization: Funded debt... .$231,626,597 $10 
stock 6% non cum. DEFICIT PER SHARE 

Common stock ($100 par)...... 654,324 shs 1932 °33 °34 "35 °36 “37 “38 1939 


*Redeemable at $115 per share. 

Business: Major part of the system’s 5,230 miles of track is 
in the Southwest; lines extend from St. Louis to points in 
Kansas, Oklahoma and Texas; southeastern division extends 
to Memphis, Birmingham and Pensacola. 

Management: Operated since September, 1933 by bankruptcy 
trustees appointed by the courts. 

Financial Position: Weak. Working capital deficit December 
31, 1939, $132.9 million; cash, including special deposits, *8 
million. Working capital ratio: 0.10-to-1. Book value per com- 
bined preferred and common, $22.24 per share. 


Dividend Record: Preferred payments through 1931. None 
since. Liberal disbursements on common, 1925-1931. None 
since. 

Outlook: The topheavy capitalization, increasing non-rail 


competition and the character of a considerable part of the 
territory served indicate that a drastic scaling down of fixed 
charges in ultimate reorganization will be necessary if a satis- 
factory financial basis is to be attained. 

Comment: The bankrupt status of the road and the low 
level of earnings place the shares in a weak statistical posi- 
tion. Elimination of the stocks in a reorganization is indicated. 

RECORD OF DEFICITS AND PE PRICE RANGE OF COMMON: 


Years ended Dec. 31: 1936 1937 1938 od 1940 
Earned per share. gon, 77 D$22.17 D$16.31 D$16.63 D$22.13 D$17.9 oon 


Price Range: 
45% 2 35% 4% 1% % 


*To June i9, 19406. 


Pond Creek Pocahontas Company 


Earnings and Price Range (PND) 


Data revised to June 19, 1940 40 


incorporated: 1923, Maine. General office: 
75 Federal Street, Boston, Massachusetts. 
Home office: Bartley, West Virginia. Annual 
meeting: Second Wednesday in April at 
Portland, Maine. Number of stockholders 
(December 31, 1938): 670. 


PRICE RANGE 


St. Louis Southwestern Railway Co. 


Capitalization: Funded debt.......... None 0 
Capital stock (no par).......... 169,742 shs 1932 ‘33 "34 ‘35 ‘36 ‘37 ‘38 1939 
Business: Produces bituminous coal from 13,000 acres 


located in the Pocahontas field, McDowell County, W. Va. 
Operates 3 fully developed mines with combined capacity 
exceeding 200,000 tons per month. Reserves estimated at 
36.7 millicn tons. Product is marketed in the Eastern states 
through Island Creek Coal Sales Co. 

Management: Has succeeded in maintaining profitable op- 
erations in every year of company’s existence except 1924. 

Financial Position: Strong. Net working capital December 
31, 1939, $1.5 million; cash, $586,797. Working capital ratio: 
5.2-to-1. Book value of capital stock, $23.88 per share. 

Dividend Record: Dividends initiated 1935, paid through 
1937; omitted 1938; resumed 1939. 

Outlook: High grade of coal mined and low level of produc- 
tion costs should enable company to continue to report better 
earnings than most coal producers. 

Comment: Stock is of much higher grade than most coal 
equities, but shares the sizeable risks common to its group. 


*EARNINGS, DIVIDEND RECORD AND PRICE san OF CAPITAL STOCK: 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
1933.. 7$0.25 7$1.11 $1.36 None 7%— 9% 
$1.00 0.57 $0.63 1.06 3.26 None 126%—10 
0.74 0.18 0.53 0.92 2.37 $2.00 727 —18 
0.62 D0.03 0.13 0.68 1.40 2.00 26%—20 
0.24 D0.06 0.25 0.55 0.98 2.00 22%4— 
0.20 D0.45 0.07 0.28 0.10 None ll —8 
D0.03 D0.11 0.46 0.85 1.17 1.25 17 — 6% 
0.58 coe $0.50 415 -—12% 


*Earnings adjusted to present capitalization. ¢Six months. tBoston Stock Exchange. 
$Includes 25c payable July 1, 1940. {To June 19, 1940. 


ice Ri WR 
Data revised to June 19, 1940 sormungs and Price Range (S ) 


Incorporated: 1891, Missouri, as a reorgan- 40 

ization of St. Louis, Arkansas & Texas Ry. 30 PRICE RANGE 

(Formed 1886 «as successor to the Texas 20 F— 

& St. Louis Ry., organized 1881). Office: 10 eo 
St. Louis, Mo. Annual meeting: Wednes- i+) mae 


day next preceding first Thursday in May. 
Number of stockholders: 440. 


| | $10 
DEFICIT PER SHARE ie 


Funded $52,281,180 $30 
* 

1932 ‘33 "34°35 ‘37 ‘38 1939 
Common stock ($100 par)...... 171,861 shs 


callable. 


Business: The “Cotton Belt’s” 1,689 miles of track extend 
from St. Louis to Fort Worth and other Texas points, with 
branches to Little Rock, Ark., and Shreveport, La. Connects 
with the system of the Southern Pacific, which owns 87.4% of 
the preferred and common stock. 

Management: Operated by bankruptcy trustees since 1936. 

Financial Position: Weak. Working capital deficit December 
31, 1939, $12.8 million; cash, including special deposits, $1.4 
million. Working capital ratio: 0.27-to-1. Book value (com- 
bined preferred and common), $111.48 per share. 

Dividend Record: Irregular preferred payments 1909-1914; 
regular payments, 1922-30. None since. Nothing ever paid on 
common. 

Outlook: Further development of the Southwest and South- 
ern Pacific connections are favorable long term operating fac- 
tors. Conflicting interests make early reorganization unlikely. 
Real earnings are obscured by heavy rehabilitation expendi- 
tures under trusteeship. 

Comment: Statistical considerations and the minority status 
place the shares in a highly speculative position. 


RECORD OF DEFICITS AND PRICE OF 


Years ended Dec. 31: 1934 1935 1936 1938 1939 1940 

Deficit per share.. D$12.45 D$8.44 D$6.07 D$11.18 53 
Price Range: 

20 14 15 20% 5% 6 *5 

chek 8 6 31% 1% 1% *2 


June 19, 1940, 


(For additional Factographs please turn to page 30) 
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America’s Economic Growth. 
By Fred Albert Shannon. Published 
by The Macmillan Company. 876 pp. 
$3.75. While formerly historians mere- 
ly recorded facts and disclaimed pass- 
ing judgments, the author (an Asso- 
ciate Professor of History, University 
of Illinois) presents the economic de- 
velopments of the country with defi- 
nite opinions and valuations of the 
phases of our national economy. 

This classical work is divided on 
a historical basis into five principal 
parts: I, The Period of Colonial De- 
pendence, to 1789; II. The Period of 
Dominant Sectionalism, 1789-1865; 
III. The Rise of Capitalism, 1865- 
1900; IV. The Climax of Capitalism, 
1900-1929; V. The Crisis of Capital- 
ism, Since 1929. The last part is one 
of the most interesting and—obvi- 
ously—the one that contains opinions 
and deductions of a most controver- 
sial character. 

The conclusion, which is the 
author’s personal opinion, is rather 
remarkable and worth quoting: 

“The fact is that, except for im- 
portant raw materials, most of which 
could be obtained far from the war 
areas, the United States could pros- 
per without European imports and 
without selling a dollar’s worth to any 
belligerent. If America bent her whole 
effort to the cleaning up of her own 
economic back yard the domestic mar- 
ket for goods could alone far more 
than absorb the total amount of earlier 
exports. An adverse balance of trade 
for several years, incurred through 
the purchase of rubber and other raw 
materials, would be a positive benefit 
to the United States by helping in 
the redistribution of the world’s mon- 
etary gold, the possession of so large 
a portion of which was a decided em- 
barrassment to both business and 
government. .. . But the working out 
of such a policy would require a de- 
gree of regimentation repugnant to 
American tradition and there was not 
the remotest hope that any large por- 
tion of the population would demand 
such a solution.” 


x & * 


Note: The book reviewed may be 
purchased through THe FINANCIAL 
Wortp Book SHop. 


JUNE 26, 1940 


Wise Investors Demand Facts— 


That Explains Why So Many Use Our 
Latest Factograph Manual for Guidance 


ates? BOOK OF 


In answer to scores of anxious 


LATEST BOOK nquiries, our 
OF STOCK STOCK FATCTOGRAPHS, right up to May |, 1940, includes 
FACTOGRAPHS reprints of all the Factographs appearing in Finan World 


snd May Ist 
in this new book, only $3.85. 


between September |4th, 1938 
lar and Condensed Factographs with complete index 


EXTRA Included in this invaluable reference manual are: (1) “Sound 
FEATURES Investment Rules,’ by Louis Guenther: (2) 1!0-Year Dividend 

Honor Roll—listing dividends paid each year without a break 
from 1930 to 1939, inclusive, on 220 Common Stocks: (3) Complete Industrial 


Classification of All Companies with stocks listed on N. Y. Stock Exchange. 


TWO There are two ways to get this new Factograph Book at about 
HALF-PRICE half-price: (1) Send $11.95 for | year's subscription (new or 
OFFERS renewal) to Financial World and ! copy of May Ist Facto- 


graph Book. (2) Send $7.50 for a subscription to the next 
four consecutive Factograph Books to be issued during the coming 12 to 18 
months: these four manuals, bought separately at $3.85 each, would cost $15.40— 
offer saves you $7.90. FREE! “What the Figures Mean" [price alone $1.00) sent 
free with every Factoaraph Book order sent at $3.85 or $7.50 before July 3Ist. 


Other Books and Charts for Investors 


CHARTS OF 3-TREND SECURITY CHARTS of 233 Leading Stocks, charting 
WEEKLY HIGH market action of 233 leading stocks week by week for past 18 
& LOW PRICES months. You can SEE weekly tops, bottoms, trends and volume 
—233 STOCKS at a glance. Each set includes: important statistics, Transparent 


Work Sheet, ratio ruler, and instructions. Next 12 monthly issues 
$25.00. July issue ready, $3.00. (Ask for samples of Daily, Weekly or Monthly 
Charts of 100 Active Stocks for $8.50. Ask also about "STOCK PICTURE" with 800 
Charts of Monthly High and Low Prices from July I, 1932 to July |, 1940. July 
issue ready next week, $10.00. Sample chart and list of 800 stocks charted FREE 
on request.) 


"STOCK (1930-1934), by R. W. Schabacker (author of "Stock Market 
MARKET Profits’). An outstanding work for beginners and advanced 
THEORY AND technicians. Says Graphic Market Statistics: ‘Undoubtedly 
PRACTICE" the most comprehensive fund of knowledge, covering every 


phase of trading and investing ever available in book form.” 
Two notable chapters on chart reading and chart trading. 875 pages: out of 
print. Used copy, good condition. ... ..$7.50 


“PROFITS FROM 
THE STOCK 
MARKET" 


(1937), by Orline D. Foster, author of "Ticker Technique" 
($5.00) and Course in Stock Market Operation [($12.00). 
Economic fundamentals and technical market movements dis- 
cussed to emphasize importance of being well-informed. Best 
chapters: The Investment Plan, The Business Cycle, Forecasting Side 
Value of Charts, Trends and Seasonal Variations. 207 pages... $3.00 


PERSONAL TO KEEP A PERSONAL RECORD of all stocks and bonds bought, 
RECORD BOOK held or sold, dividends, other income, tax deductions, inventory 

of assets, etc., you need "“MI-REFERENCE", looseleaf binder 
with ruled forms (100 sheets, 5!/>x8!/y inches) for every purpose—$4.50, postpaid: 
or DeLuxe leather edition, 200 sheets for $8.50. (If in doubt ask for sample ruled 
forms from "MI REFERENCE" and other Personal Record Books, free on request.) 


Technical 


BINDER FOR Save your Financial Worlds for further reference. We can 
FINANCIAL supply an attractive Loose-Leaf Binder to hold 26 issues of 
WORLD Financial World, for future reference, at $2.50: 2 binders (to 
hold 52 issues) for $3.95, if ordered before July 31st 
: TERMS: WE pay postage in U. S. if you remit with order. On FOREIGN ship- $3 
+ ments add 10% for postage and handling. YOU pay postage and charges on C.O.D. 8 
: shipments in U. S. Post Office refuses Foreign C.O.D. packages. Books sent on ! 
2 10 days’ approval if you authorize us (in event of refund) to deduct 25% from your : 
: remittance for privilege of examination and study. ; 


FINANCIAL WORLD BOOK SHOP 
21 West St., New York, N. Y. 


Books Mailed Same Day Remittance Is Received 
Book Buyers Living in N. Y. City Add 2% Local Sales Tax 
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Seaboard Air Line Railway Company 
Earnings and Price Range (SBD) 


Data revised to June 19, 1940 


Incorporated: 1915, Virginia, North Carolina 
and South Carolina, as a merger and con- 
solidation of Seaboard Air Line Ry., incor- 
porated Virginia, 1900, as successor to fl re oo 

a@ merger of two railroads. Office: Norfolk, ee 
Va. Annual meeting: Second Thursday in 0 
May. $2 
Capitalization: *Funded debt. ..$174,611,402 $4 
+Preferred stock ($100 par) 6% 373 shs 
tPreferred stock ($100 par )4-2% 238,941 shs 
Common stock (no par).......2,600,321 shs 


*Including receivers’ certificates and funded debt matured and unpaid. +Non- 
callable; non-cumulative. tEntitled to 4% non-cum. dividends and after the common 
stock receives $4 per share, to an additional 2%, making 6% in all; non-callable. 


PRICE RANGE 


DEFICIT PER SHARE 


1932 ‘33 “34 ‘35 °37 ‘38 


Business: Company’s 4,317 miles of main line track extend 
from Richmond and Norfolk, Va., to Florida points, with 
branches to Birmingham, Ala., and other southeastern cities. 

Management: Operated by equity receivers since Dec., 1930. 

Financial Position: Total current liabilities greatly in ex- 
cess of current assets. Working capital deficit December 31, 
1939, $107 million; cash, including time drafts and deposits, 
$3.7 million. Working capital ratio: 0.09-to-1. Book value 
(combined preferred and common) $3.04 per share. 

Dividend Record: No dividends paid on present shares. 

Outlook: Good long term prospects for territory served have 
favorable implications for the secular trend of gross revenues. 
However, future profits will depend importantly upon general 
business trends and expense factors. Despite many years in 
the courts, the ultimate form of reorganization is still in doubt. 

Comment: The shares are radical speculations, and there is 
no indication that they have any real equity in the properties. 


RECORD AND RANGE OF COMMON: 


Years ended Dec. 31 1934 1935 936 1937 1938 1939 1940 

Deficit per share*...... D$3.50 D$3.34 ps2. 76 D$2.20 D$3.34 D$2.55 ska 
Price Range: 

High 2 1% 2% % t % 


*After allowing for interest on adjustment bonds and for the priority and par- 
ticipating features of the preferred stocks. {To June 19, 1940. 


Texas Gulf Producing Company 


Earnings and Price Range (TR) 


Data revised to June 19, 1940 5 
20 

Incorporated: 1931, Delaware, to succeed 15 
Nat Hunter Producing Company. Office: 10 
Niels Esperson Building, Houston, Texas. 5 
Annual meeting: Fourth Tuesday in March. 0 
Number of stockholders (December 31, 
1938) 5,250. EARNED PER SHARE $2 
Capitalization: Funded debt.......... None 
(See note) 1932 °33 '34 ‘35 ‘36 ‘37 ‘38 1939 
Capital stock (no par).......... 889,606 shs 


Note: Stockholders have authorized issuance of 50,000 shares of no par preferred 
stock at discretion of directors as to time, amount and terms of offering, but no stock 
has yet been issued. 

Business: A small crude oil producer with gross reserves 
of around 30 million barrels and net reserves of some 25 
million barrels. Oil leases are all located in Texas. Net crude 
production in 1939 totaled 1,713,163 barrels. 

Management: Satisfactory. 

Financial Position: Fair. Net working capital March 31, 
1940, $156,609; cash, $440,949. Working capital ratio: 1.3-to-1. 
Book value of capital stock, $10.50 per share. 

Dividend Record: Cash dividends paid each year, 1936 to 1940. 

Outlook: Production in the Barbers Hill field, which accounts 
for about 90% of company’s output, has been declining since 
1933. Lack of working capital due to liquidation of former 
sizeable debt has prevented acquisition of more favorably situ- 
ated properties. 

Comment: The stock carries a substantial risk factor. 


*EARNINGS, DIVIDEND RECORD AND PRICE anes OF CAPITAL STOCK: 
ear’s 
Mar. June 30 Sept. Dec. 31 Total Dividends 


ended: 
_ $0.0 D$0 $0. $0.40 $0.52 410% 

1938 0.2 0.19 0.90 710% 7 —3% 

0.27 6.17 0. None 4%—2% 
ees 0.24 0.23 0.22 0.24 0.93 $0.05 8%—4% 
9.25 0.27 0.25 D0.07 t 0.68 0. 9%—2 
eee 0.20 0.21 0.23 0.22 0.86 0.15 57%z—25% 
ee 0.15 0.15 0.17 0 0.69 0 5%—3% 


*Earnings adjusted to present capitalization. Paid in stock. {After surtax. §To 
June 19, 1940. 
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Twin Coach Company 


Data revised to June 19, 1940 


business and assets ageol otors Com- 30 

pany. Office: 850 West Main Street, Kent, 20 pocesomt ct 

Ohio. Annual meeting: Second Monday in 10 1j+-o+o 
March. Number of stockholders (June 1, re) 

1940): about 2,200. _—_ $2 
Capitalization: Funded debt... ...... Non 
Capital stock ($1 par).......... 472500 shs 


$ 
1932 ‘35 ‘36 '37 ‘38 1939 


Business: Manufactures specialized transportation equip- 
ment consisting largely of 20- to 58-passenger Diesel-electric 
buses which are used almost exclusively for intra-city trans- 
portation. Also makes gasoline trolley coaches. 

Management: Controlled and managed by the Fageol family, 
which owns about 21% of the capital stock. 

Financial Position: Satisfactory. Net working capital De- 
cember 31, 1939, $2.5 million; cash, $675,281. Working capital 
ratio; 4.7-to-1. Book value of stock, $6.55 per share. 

Dividend Record: Payments on common every vear, in 
irregular amounts, since 1934. 

Outlook: Earnings in recent years have reflected the pro- 
nounced trend toward motorization of street railway lines. 
Future profits will depend upon the extent of this trend and 
upon replacements of obsolete buses. Competition is keen. 

Comment: The stock represents a highly specialized division 
of the motor vehicle industry. 


EARNINGS, DIVIDEND RECORD AND PRICE anges OF CAPITAL STOCK: 
ear’s 


Mar. 31 June 30 Sept. 30 Dec. 31 ‘Total Dividends Price Range 
$0.21 $0.38 0.56 $0.62 71.71 1.40 
ae 0.35 6.56 0.28 0.30 71.40 0.85 263%— 7 
Le 0.05 0.08 DO0.09 0.30 0.34 0.10 13%— 6 
ee 0.12 0.62 0.19 0.47 1.40 0.50 12%— 7% 


*Not available. ?fAfter surtax; quarterly earnings are without this tax. {To June 
19, 1940. 


Western Auto Supply Company (Mo.) 


Earni d Price R WST 
Data revised to June 19, 1940 50 mings and Price Range ( ) 


Incorporated: 1914, Missouri. Office: 2107 40 
Grand Avenue, Kansas City, Missouri. An- 30 price nance 
nual meeting: First Tuesday in March. 20 5 


Number of stockholders (June 1, 1940): 10 

approximately 2,100. $4 
Capitalization: Funded debt.......... *Non 

Capital stock ($10 par)......... 23751, 368 = 


~ *Time bank loans, $2,000,000. 


Business: Operates a chain of some 245 retail stores in 
more than 121 cities throughout most of the states east of the 
Rocky Mountains; in addition to automotive accessories, 
handles oils and greases, radios, toys, sporting goods, electrical 
equipment, and hardware. More than 1,526 wholesale accounts 
are operated under the company’s “Associated Store Plan.” 

Management: Experienced, capable and aggressive. 

Financial Position: Strong. Net Working capital December 
31, 1939, $15.7 million; cash, $4.8 million. Working capital 
ratio: 5.9-to-1. Book value of stock, $20.06 per share. 

Dividend Record: Payments at varying rates in each year 
since 1928. Present indicated rate, $2 per annum. 

Outlook: Favorable prospects for the “Associated Store” 
wholesale division and a wider line of general merchandise 
brighten sales prospects. 

Comment: The shares have been the subject of considerable 
trading activity from time to time, and their status is rather 
speculative despite the long dividend record of the stock. 


*EARNINGS, DIVIDEND RECORD AND PRICE —. OF CAPITAL STOCK: 


Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
$0.85 $0.41% 5 — 1% 
1983 ne 1.86 0.5 3% 
t 2.40 1.33% 17%— 6% 
$0.97 $1.10 $2.75 2.08%  255—12%& 
$0.30 $1.06 1.23 1.09 $3.29 1.20 30 
DO0.34 0.6: 1.19 1.31 2.78 1.15 26%—12% 
err 0.39 12 1.32 1.39 4.22 1.80 36 20 


*Based on capitalization outstanding after recapitalization effected in March, 1987. 
available. tAfter surtax; quarterly earnings are before this tax. §To June 19, 
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| Farnings and Price Range (TWN) 
: 5 
0 
1932 ‘33 ‘34 ‘35 ‘36 '37 ‘38 1939 
| 
1940. 


Concluded from page 14 


materials and services into the chan- 
nels and supply of the warmaking 


agencies; (2) to divert the use of 
resources from nonessential needs 
into channels of essential production ; 
(3) to assure the distribution of ma- 
terials and services to the civilian 
population.” 

This may sound somewhat aca- 
demic, but priorities are already an 
important factor in determining op- 
erating policies of certain industries 
in this country—notably machine 
tools—and will become increasingly 
important in other industries as the 
defense program is speeded up. The 
potentially drastic effect of such con- 
trols in wartime is illustrated by a 
recent order of the British Board of 
Trade, which limits the supply of a 
wide range of consumers’ goods for 
the next six months to two-thirds of 
the value of such goods in the corre- 
sponding period of last year. The 
list of goods affected includes not only 
luxuries such as jewelry and sport- 
ing goods but also essentials—under- 
wear and other articles of clothing, 
and various types of household equip- 
ment. 


POSSIBLE EFFECTS 


Considering the possible effects of 
wartime regimentation, it might ap- 
pear that the investor would do best 
to limit his holdings to securities of 
companies engaged in war industries, 
or capable of converting their plants 
to the special requirements of a war 
economy. But any such generaliza- 
tion would be dangerous, as we shall 
see in considering the subject of the 
next article in this series—special 
war taxes and profit limitations. 

The position of the public utility 
and railroad industries in wartime is 
a special study, which cannot be ex- 
plored at length in this article. The 
profit margins of both industries are 
traditionally regarded as especially 
vulnerable under war conditions, but 
there is probably an excess of pessi- 
mism with regard to their status un- 
der industrial mobilization. Further- 
more, the leaders of both industries 
declare emphatically that they can 
supply all special needs under private 
management, and that government 
operation in wartime would be neither 
necessary nor desirable. 
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DIVIDENDS DECLARED 


Pe- Pay- Hidrs. of 


Company Rate riod able Record 
Aetna Bail Bearing Mfg......35¢ Sep. 14 Sep. : 
25e Q July 15 June 29 
The .. Jume 15 May 28 
Am. Brake Shoe & Firy...... 40c .. June 2 June 21 

$1.314% Q June 29 June 21 
Amer. Cast Iron Pipe 6% pf...$3 S July 1 June 20 
Q July 1 June 14 
Am. 25c .. July 1 June 15 

OO Reet $1.25 Q July 1 June 15 
Am. shipbuliding $1 .. June 29 June 22 
Am. Bottle Q Aug. 1 July 20 

Q July 1 June 18 
hanna ‘iiiis Glass pf. $1.25 Q July 1 June 24 
25e Q July 1 June 21 
Ashland Oil & Rfg. pf. ....$1.25 Q June 15 June 14 
SES. eee 68%c Q July 1 June 24 
Birmingham Electric $7 pf...$1.75 Q July 1 June 20 

$1.50 Q July 1 June 20 
Buckeye Steel Cast. 6% pf...$1.50 Q Aug. 1 July 18 
Buffalo Natl. Corp. .. June 29 June 19 
Buffalo, Niagara & E. P. Corp. 

$1.25 Q 1 July 15 

Do 6.4% s Q July 1 June 15 
Burkart (F) -. July 1 June 21 
Calif. Packing . Q Aug. 15 July 31 

Q Aug. 15 July 31 
Cannon Shoe .... Q July 1 June 21 
Capital Clty Pred... 30c .. June 25 June 2i 
Clinchfield & Ohio 

iMiaridehenteaenecnen Q July 20 June 10 
Carolina Pow. & Lt. $7 pf.. 313 75 Q July 1 June 15 

$1.50 Q July 1 June 15 
50e Q June 29 June 12 
Chicago Daily News..........50c .. July 1 June 20 
Water Co. (Wash., Pa.) 

75 Q July 1 June ll 
Lambert Mfg. ...... 5e .. June 15 June 1 
Consol. Laundries $7.50 4 $1.87% Q Aug. 1 July 15 
Consol Mining & Smit. ......50ec S July 15 June 22 
20e Q Aug. 15 July 15 
Consol. Water Power & Paper 50c .. June 28 June 15 
Continental Baking pf. ........ $2 Q July 1 June 22 
Cream of Wheat ........-+...00e .. July 1 June 34 
30e Q July 15 July 5 

$2 Q Sep. 30 Sep. 19 
Wel. OF $1.50 Q June 30 June 15 
Davenport 25c .. July 1 June 25 

ct, $1.75 Q July 1 June 25 
$2... July 15 June 28 
Doehler Die Casting ........ 25¢ July 26 July 10 
Elec. Vacuum Cleaner ......... oes June 21 June 14 
Elgin Sweeper $2 ptc. pr. pref. 50ec Q July 1 June 20 

Q July 1 June 20 
Elizabethtown Con. Gas.....$2.50 Q July 1 June 24 
F. R. Publishing Corp. ......25¢ Q June 28 June 24 
lic .. July 1 June 24 
Fishman (M. H.) 5% pf....$1.25 Q July 15 June 29 
Florence Stove ..............90¢ .. June 29 June 24 
10c .. June 27 June 20 
Q July 1 June 24 

40c Q June 28 June 24 
35e .. July 1 June 20 

$1.75 Q July 1 June 20 
Gen. Machinery 25e .. July 1 June 19 
$1.12% Q July 1 June 19 
Grand PRapids .. July 1 June 24 
Great Lakes Paper 7% pf...$1.75 Q July 15 June 29 
Greenwich Gas pt. pf. ...... 314e¢ Q July 1 June 20 
— Water System Inc. 6% 
ecedisecisetenbneetaes $1. 50 Q July 1 June ll 
Harris, Hall & Co. 5% pf. $1.25 Q July 1 June 20 
Hartford Fire Ins. .......... 50ec Q July 1 June 15 
Hilton-Davis Chem. pf..... 37%e Q June 30 June 20 
25e .. June 27 June 19 
Hooker Electro Chemical pf..$1.50 Q June 29 June 13 
Hoover Ball & Bearing ...... 30c .. July 1 June 21 
Household Finance ............ $1 Q July 15 June 29 

$1.25 Q July 15 June 29 
Humael- Ross Fibre 6% pf...$1.50 Q June 25 June 10 
Imperial Bank of Canada....$2.50 Q Aug. 1 June 29 
Indep. Pneumatic Tool....... 50c .. July 1 June 20 
Industrial Rayon ............ 50ec .. July 3 June 27 
Int’nat’] Milling Co. 5% pf. $1.25 Q July 15 June 29 
International Utilities Corp. es 50 

Interstate Q July 15 July 1 
Joplin Water Wks. 6% pf. 3 50 Q July 15 July 1 
25¢ Q July 1 June 20 
Kansas Utilities 7% pf..... $1.75 Q July 1 June 20 
Kaufmann Dept. Stores ......13¢c .. July 29 July 10 
30c .. July 1 June 22 
Kendall Refining ............ lic .. July 1 June 20 
Kentucky Utilities 6% pf...$1.50 Q July 15 June 29 
.. June 29 June 20 
La Salle Ext. University...$1.75 Q July 1 June 25 
Lehigh Portland Cement... eek Q Aug. 1 July 13 

Q Oct. 1 Sep. 14 
Lone Star abe Aug. 22 July 22 
50e Q July 1 June 20 
Marchant Mach...25c¢ Q July 15 June 30 
Marion Water 7% pf $1.7 5 Q July 1 June 11 
Marlin-Rockwell ...... .. July 1 June 20 
Marshall Field & Co.... Q July 31 July 15 
McQuay-Norris July 1 June 
Missouri Edison pf. ........ $1. Q July 1 June 20 
Missouri Portland Cement ....50c .. June 29 June 15 


Pay- Hidrs. of 
Company Rate riod abie Record 
Monongahela Valley Water 7° 

Mueller Brass June 28 June 22 
Murphy Co. (G. C pf $125 Q July 2 June 21 
Murray Ohio Mfg 2c .. July 1 June 25 
Nachman Spring-Filled 62%ec June 29 June 19 
40c . Oct. 15 Bep. 10 

$1.75 Q Aug. 31 Aug. 
Nat'l. _ & Share........ l5e July 15 July 2 
2% Q July 15 June 29 
New Hampshire Fire Ins... . .40¢ Q July 1 June 15 
New Jersey Water 7% pf..$1.75 Q July 1 June ll 
New Orleans Pub. Serv. $7 pf. $1.75 Q July 1 June 24 
N. Y. Hond. & Rosario M...7% . June 29 June 19 
Northwestern Bell Tel .....$1.25 Q June 28 June 26 
Northw’n El. 7% pf......... $1.75 Q July 1 June 2 

Do 6% pf eee $1.50 Q July 1 June 20 
No. Wisc. El. 7% pf $1.75 Q@ July 1 June 20 

$1.50 Q July 1 June 
25e .. July 1 June 20 

Do 8% July 1 June 20 

$1.75 Q July 1 June 20 
20¢ S July 3 June 24 
25¢ .. June 29 June 21 
Pacific Gas & Elec ...... ..We Q July 15 June 29 
Pac. Greyhound pf. ........ 874%c¢ Q July 1 June 17 
COR $1 Q July 1 June 21 
-25¢ Q July 15 July 5 
.. June 15 May $31 
Peoria Water Works 7% pf. $1.75 Q July 1 June 11 
25c .. July 20 July 10 
l0e .. Aug. 2 July 20 

Pierce Governor com. (np)....25¢ .. July 10 June 29 
30¢ Q July 15 June 22 
Procter & Gamble pf. ....... $2 Q July 15 June 25 
Public Service of Colorado 7% 

M July 1 June 20 

2? eee 50e M July 1 June 20 

M Juby 1 June 20 
Pub. Serv. of N. J. 6% pf...50e0 M Aug.15 July 15 
Rath Packing .. July 1 June 20 
Reliable Stores pf. ........3742c Q July 1 June 22 
Remington Arms 6% pf........$3 S June 15 June 7 
Reynolds Metals ......... $1.37% Q July 1 June 20 
Richmond Wat. Wks. 6% pf. $1. 50 Q July 1 June 20 
Rickel (H. W.) & Co.......... > S July 15 July 1 
Rochester Button ............ 25e .. July 20 July 10 
Russell Industries 7% pf ..$1.75 Q June 29 June 15 
San-Nap Pak Mfg. ......... l1j%e Q June 29 June 20 
Seiberling Rubber pf ........ 62c Q July 1 June 20 

Do pr. pf. vA" 25 Q July 1 June 20 
Shaffer Stores 5% Q July 1 June 29 
Sharon Steel pf. Q July 1 June 27 
Shasta Water ....... = Q June 25 June 18 
Sierra Pac. Pow. -. Aug. 1 July 19 

Q Aug. 1 July 19 
So. Pitis. Wat. Q July 15 July 1 

Q July 15 July 1 

S Aug. 19 Aug. 10 
Standard Products -. June 26 June 18 
Superheater Co. -. July 15 July 5 
Terry Steam Turbine........ $1.00 Q June 15 June 11 

$1.75 Q June 15 June 11 
Texas Elec. Service $6 pf...$1.50 Q July 1 June 15 
Tip-Top Tailors, Ltd - Q July 2 June 26 
Travelers Q July 1 June 17 
Twin Dise Clutch Co. Q June 27 June 17 
Union Twist Drill -- June 29 June 24 
United Milk Prod. -. July 1 June 15 
_— Shoe Mach. 5 Q July 5 June 18 

& Foreign Sec. Ist pf. $1.; 50 Q June 29 June 25 

$1 .. July 15 June 24 

Q July 15 June 24 

Vea Cam $1 Q July 1 June 24 

Wayne Pump ................50¢ Q July 1 June 22 
West Kootenay P. & L. 7% 

$1.75 Q July 2 June 24 
West Point Mig. .. Julp 3 June 18 
Wichita Water 7% pf............ Q July 15 July 1 

Accumulated 
Am. Shipbuilding pf. ......... $7 .. June 29 June 22 
Carroon & Reynolds pf. A..$1.50 .. July 1 June 24 
Central Power Co. (Delaware) 
$3.50 .. July 15 June 29 

Do CW $3... July 15 June 29 
Crown Cork Int’l. ‘‘A”’ ...... lie .. July 1 June 18 
Gould Pumps, Inc. 7% pf...... $1 .. July 25 July 15 
Mich, Pub. Serv. 7% pf....$1.75 .. Aug. 1 July 15 

eee eer $1.50 .. Aug. 1 July 15 

Extra 
pre July 15 June 29 
Amer. Thermos Bottle A......50c .. Aug. 1 July 20 
Clorox Chemical............. 12%ec .. June 25 June 18 
Cons. Mining & Smelting.....50c .. July 15 June 22 
Interstate Home Equipment. 5e .. July 15 July 1 
Marchant Calcul. Mach. ....12%e .. July 15 June 30 
Northweztern States Pt. Cem. 40c .. July 1 June 21 
June 85 June 38 


*Reprinted to show correct amount payable, also record 
and payment dates. 


Although there are number of po- 
tentialities in the industrial mobiliza- 
tion plans which give the investor 
real cause for concern, especially in 
the event that the full M Plan be- 
comes operative, there are also some 
grounds for reassurance. Foremost 
among the latter is the evidence that 
the direction of the defense prepara- 


tions has been taken away from the 
bureaucrats and placed in the hands 
of experienced and highly capable 
businessmen, 

x * 

Note: This is the second of a three- 
part discussion of the investment 
aspects of a wartime economy. The 
final installment will appear shortly. 
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Weekly Trade Indicators 


Week Ended 


Weekly Carloadings 


Week Ended 


June 15 June 8S June 17 June 8S June 1 June 10 
1939 1 1939 
Miscellaneous: Eastern District 

tAuto Production (U.S.A.)...... 93,635 95,560 78,305 54,054 49,285 46,814 
{Electrical Output (K.W.H.). 2, ne 2,453 2,265 Chesapeake & Ohio............ 35,631 35,483 31,645 
§Steel Qperations (% of Cap.). 84.6 55.0 Delaware & Hudson........... 12,827 11,163 11,453 
Total Carloadings (cars)...... 712, Sis 702,571 633,955 Delaware, Lackaw’na & West’rn 15,392 14,155 14,403 
Wholesale Commodity Price 23,325 20,944 22,034 
NS err ee 78.8 79.1 74.1 Norfolk & Western............ 23,489 23,726 20,933 
*7Crude Oil Output (bbls.)..... 3,816 3,817 3,447 New York, N. Haven & Hartford 21,011 19,032 20,639 
*Motor Fuel Stocks (bbls.)..... 97,660 99,471 82,244 New 79,962 73,317 67,526 
7Gas & Fuel Oil Stocks ‘bbls.) 136,305 135,275 141,769 New York, Chicago & St. Louis 15,411 14,499 14,105 
June 8 June 1 June 10 112,741 101,186 94,581 

{Bank Clearings, New York City $2,725 $2,954 $3,225 10,389 9,436 9,316 

{Bank Clearings, Outside N.Y.C. 2,647 2,338 2,377 12,933 11,648 12,578 

*7Bitum. Coal Output (tons).... 1,345 1,402 1,046 Western Maryland ............ 9,105 9,172 8,004 

Cotton Mill Activity Index.... 123.6 120.0 123.2 Southern District 

F.W. Index of Ind‘l Production 215.7 210.9 168.3 Atiantic Const Line. ......isés. 13,693 13,741 18,817 

*Daily average, 7000 omitted. tWard’s Reports. §As of Louisville & Nashville......... 27,484 27,760 24,359 

the beginning of the following week. {000,000 omitted. 12,748 13,148 11,964 

tJournal of Commerce. Southern Railway System...... 34,367 33,347 ,16 

Commodity Prices: June is June 11 June 20 Northwest District 

Steel Billets, Pitts. (per ton)... $34.00 $34.00 $34.00 Chicago & Great Western..... 4,835 4,512 4,854 

Scrap Steel, Pitts. (per ton).... 20.75 20.25 15.25 Chic., Milwaukee. St. Paul & Pac. 25,204 22,232 24,549 

Copper, Electrolytic (per Ib.).. 0.11% 0.11% 0.10 ( ‘hicago & Northwestern...... 34,864 30,858 31,848 

Rubber Sheets (per Ib.)........ 0.22 0.2325 0.1637 Central West District 

Hides, Light Native (per Ib.).. 0.11 0.10% 0.11 Atchison, Topeka & Santa Fe.. 24,316 22,580 26,168 

Gasoline, Dealer (per gal.)..... 0.0780 0.0780 0.08 Chicago, Burlington & Quincy.. 20,439 18,389 20,440 

Crude Oil, Mid-Cont. (per bbl.) 0.96 0.96 0.96 Chicage, Rock Island & Pacific 19,360 17,372 19,764 
Wheat (per bushel)............ 0.96% 1.01% 0.88% Chicago & Eastern Illinois..... 4,684 4,281 4,292 
| 0.78% 0.80% 0.66 Denver & Rio Grande Western 4,376 4,383 4,101 

Federal Reserve Reports june 12 eS Jumel4 Western Pacific ............... 3/425 3,280 3°439 

Member Banks, 101 Cities (000, 000 et Southwestern District 

Total Loans $8,469 $8,43 8,097 Kansas City Southern......... 3,708 3,655 3,313 

Total Commercial Loans....... 4,377 4,368 »831 Missouri-Kansas-Texas....... 6.330 5.762 6.422 

Total Brokers’ Loans........... ase 437 674 = Missouri Pacific ............... 20,096 18,968 18,840 

Other Loans for Securities..... 472 475 540 St. Louis-San Francisco........ 10,474 9,840 10,776 

U. S. Govt. Securities OT 11,614 11,564 10,498 St. Louis-Southwestern ine HS 4.668 4.084 4.409 

Investments, Except Govt. Bonds 3,578 3,528 3,283 Texas & Pacific ‘7554 73138 7031 

Total Time Deposits. 5,311 5,318 5,225 

Brokers’ Loans (N. Y. C.)......- 312 312 524 Note: Freight carloadings reflect current sectional business 

Reserve System conditions. Loadings from the 15th to the 15th give a rough 

Reserve Credit Outstanding.... 2,523 2,530 2,605 indication of earnings for the current month. (Compiled from 

Total Money in Circulation. 7,717 7,718 6,936 Association of American Railroads figures.) 

Monthly Monthly 

° E —-MAY: 

Indicators FINANCIAL WORLD’S INDUSTRIAL INDEX Indicators 1940 

+Shipbuilding Contracts: (BASED ON F.W. MONTHLY INDEX FIGURES) 406,474 390,215 
Number of Vessels... 295 129 280 420 Engineering Contracts Awards: 

Total Tonnage...... 1,516,185 631,850 | (thousands of Dollars) 

A{fonthly Magazines... 785,769 807,073 260 400 
Women’s 612,220 596,943 PRODUCTION Aviation Passenger Miles *88.0 *57.4 
Canadian Magazines... 191,764 190,052 Glass Output: 

tBlast Furnaces Active. . 172 107 240 380 ante (60. *11.72 *8.08 

MAY. \ Machine Tool Activity: 

Sales: Index (% of Capacity) 92.5 63.6 

*$4.03 *$3.70 220 360 Shoe Output (pairs).... *30.0 *32.7 
CB. *3.57 *3.09 Railroad Equipment Orders: 

0.32 *0.23 \ A Locomotives ......... 20 51 

Magazine Advertising: z 200 340 Passenger 1 None 
Nat’l Weeklies(lines) 1,003,071 954,369 re) = Freight Cars ........ 2,081 2,056 
Trade Papers (pages) 9,952 8,694 = O tFood in Storage: 

Coal & Coke Production 4 180 4 320 = Butter (lbs.) ....... 9.46 *70.91 

(net tons) : Fal id Cheese (Ibs.) “78.60 *75.35 
Anthracite .......... *3.4 *4.2 > Eggs (cases) ....... *5.89 

U._S. Refined Copper = 160 300 Z *266.5 *129.53 
Movement (Ibs.): Meat, All Kinds (lbs.) *766. 96 *628.74 
Production ......... 86,029 170,472 re) A O Poultry (Ibs.) ...... “86.42 *70.57 
Deliveries .......... 69,467 172,296 280 Fruits (lbs.) ....... *75.62 *76.18 
178,664 520,898 Vegetables (Ibs.) .... *49.09 *47.43 

Slab Zinc Movement a a Tobacco Production: 

(tons of 2,000 Ibs.): 1205 + 260 = Cigarettes (units)...*16,274.9 *15,445.2 
Production .......... 52.979 | *169.3 "470.6 
on Mand... 75,036 133,075 100 4 a8 INVENTORIES 240 Snuff (Ibs.) ........ "3.5 *3.5 

Steel Ingot Output: tos h APRIL 
Production (tons).... 3.3 § Variety Chain Str. Sales *$1,015 *$936 
Av. Rate of Activity 72% 48% TY 220 Electrical Equipment (omits) 

Cotton Activity: Say Refrigerators ........ 315,935 242,005 
Lint Corsumed (bales) 636. 467 606,090 4 t Vacuum Cleaners .... 170,209 178,129 
Spindles Active...... 22.22 *21.97 60 t 200 Washing Machines .. 135,179 116,199 

Silk Movement: +) Stoves and Ranges... 43,308 26,141 

29,613 40 180 14 304 10,840 

43-285 24.201 1932 ‘33 ‘34 36 ‘37 FMAMJ J ASOND: {Truck Loadings: 
At Mills .........-- 18,997 26,150 ' 1940 Freight (tons) ..1,052,.225 901,775 
Yee 11,200 22,400 Index Number ...... 133.29 114.19 
*Millions. Corporate new issues only, excludes refunding. {At first of month. §26 chains and 2 mail orders, compiled 


vy Merrill, Lynch, E. A. 


Pierce & Cassatt. 


{American Trucking Association (199 carriers in 39 states). 


Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices 
——CLOSING STOCK AVERAGES— Vol. of Sales 


30 20 15 65 
1940 Industrials R.R.s Utilities Stocks 
119.91 24.47 19.23 39.82 
122.27 24.86 19.74 40.61 
123.36 24.97 20.18 41.00 
122.80 25.04 20.60 40.98 
123.21 25.63 20.79 41.30 
123.86 25.73 21.02 41.54 


N.Y.S.E. 
(Shares) 


876,980 
948,410 
559,170 
1,208,330 
18,810 
560,350 


———CHAR ACTER OF TRADING—————— 


No. of No.of Total Un- New New 
Traded Advanc’s Decl. ch’ng’d Highs Lows 
201 431 141 2 10 
470 122 137 0 10 
378 114 122 0 4 
221 407 138 2 12 
408 145 154 0 9 
288 186 154 0 9 


Average Value of 
40 Bond Sales 

Bonds N.Y.S.E. 
84.89 $4,940,000 
85.32 5,070,000 
85.51 2,700,000 
85.25 5,370,000 
85.63 5,170,000 
86.14 4,410,000 
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10-YEAR EARNINGS AND DIVIDEND RECORD OF N.Y.S.E. COMMON STOCKS 


This is Part 11 of a 20-week series which will cover all (3) long term trend stocks. Instructive commentary 
common stocks listed on the New York Stock Ex on this series will be presented with the last install- 
change. When considering the showing of any indi- ment. Stocks for which 1939 earnings are not yet avail- 
vidual stock in the 16-year average columns, it should able will be presented in a later issue. (Copies of the 
~ be recognized that there are three basic types of issue: ten preceding magazines, carrying Parts 1 to 10, are 
(1) business cycle stocks, (2) stable income issues; and available at the regular price. 
——VALUABLE FOR FUTURE REFERENCE. 
(PART 11) 
Commen Stock: 1936 1931 1$32 1933 1934 1626 1937 1938 1939 Averag 
Ingersoll-Rand.... .. .. Earnings...$4.72 D$0.32 $0.01 $2.97 $3.5 $6.4 $9.8 $ ‘ 
Dividend... 6.00 4.00 2.54 1.3 77% 
Inland Steel ...... 5.42 1.05 0.1 6.54 
Inspiration Copper §1)0.42 §11.3 $191.27 $11.09 § D027 
Dividend... 2.50 None None Vome Vone Nw Nome \ é 
Insuranshares ...... ... Earnings... 0.39 0.36 O19 0.15 1.17 0 
Dividend... 0.60 0.37 0.07 Vone vl 4 ? ? ! 
Interboro Rapid Transit... Earnings. f16.16 £109.47 £110.33) £D10.7- {110.41 fD13.91 f1015.95 433.14 fp ; N69 
Dividend...None None None None Vone Vone Vome ‘ 
Interchemical Corp. ....... Earnings. .D0.84 D2.74 2.07 D0.19 2.04 2.74 1.44 ; 
Dividend... 2.88 None None None 1.10 7.75 2 Vone 
Intercontinent Rubber .... Earnings. . 10.51 1D0.59 10.79 D0.29 1.18 0.03 3] Di} 
Dividend...None None None Vone Vone Vone None N one None Pa 
Interlake Iron ......... ... Earnings... 1.10 D0.68 D1.08 D0.41 D0.22 29 1.20 1.51 
Dividend... 1.00 0.15 None None Vone Vone None 0.09 None \ 
Int’l Agricultural .......... Karnings...f1.84 fD1.42 £193.55 f1)4.04 £10.69 £10.99 £101.55 
Dividend. . . None None None None None Vone Vone Vome Vone 4 
Int’l Business Machine..... Earnings... 8.66 8.99 7.55 6.70 &.29 10.12 
Dividend... 6.00 6.00 6.00 6.00 6.00 600 
Harvester ............ Earnings... 4.55 D1.03 13.14 D1.79 10.42 3.28 ke 
Dividend... 2.50 2.50 1.821, 0.73 00 2.5 4 > 15 19 
Int'l. Hydro-Elec. “A’’.... Earnings... 4.17 3.17 2.2¢ 1.96 1.12 0.76 0.54 24? U.04 1.68 
Dividend... 2.00 2.00 1a None None None Vone Vone Vone Vone 
Int’l Merc. Marine ........ Earnings... 2.09 D2.08 192.45 D2.30 193.42 D?.23 13.68 191.82 101.78 
Dividend... 2.00 1.00 None None None None None Vone Vone Vos 
Earnings... Formed October 29. 1936 0.62 0.71 
Int’! Nickel of Can......... Earnings... 0.67 0.22 D0.14 0.53 1.14 1.66 2.40 3.32 209 9 14 
Dividend... 1.00 0.45 None None O50 W735 1.30) 2.25 2.04 2.00 1 
Int’l Paper & Power....... Earnings. . 0.21 D2.19 D&.04 15.45 14.38 14.36 0.24 2.47 12.47 0.14 
Dividend... 1.80 None None None None None None Vone None 
Int’l Ry. Central Amer..... Earnings... 3.02 0.15 10.13 D1.54 11.26 D018 0.57 1.26 1.14 138 
Dividend...None None None None None None None Vome Von 
Earnings... 2.83 312 2.20 2.10 2.02 1.32 1.70 247 > % 1.93 1x 
Dividend... 2.00 3.00 2.00 1.50) 1.350) 1,50) 1.621 1.75 2.00 1.75 1X 
Earnings...k3.26 k2.60 k1.82 k2.60 k2.69 k2.56 k2.52 k1.&8 k1.28 k1.9 
Dividend... 3.00 3.00 2.00 2.00 2.25 2.00 1.75 1.75 228 
Int'l Silver Earnings. 111.97 117.48 120.84 D1.90 102.32 D10.12 0.13 3.28 3.32 4.9% 13.29 
Dividend... 7.50 None None None None None None None Voue None v.75 
Earnings... 2.07 1.20 D0.61 0.31 0.32 0.90 0.63 1.60 1.10 0.76 
Dividend... 2.00 1.75 0.15 None None None None None None None 39 
Interstate Dept. Stores....Earnings...m2.24 m1.80 mos. *D3.77 al.06 al.48 al.24 a3.23 al.65 aD0.71 0.62 
Dividend... 2.00 2.50 Jan. 1933 None None None None 0.50 2.83 None O78 
Earnings... 1.46 0.56 D1.67 D0.77 0.21 0.75 1.42 1.32 0.57 0.55 44 
Dividend... 2.00 1.00 None None None 0.40 0.75 0.80 0.45 odo 0.432 
Island Creek Coal ......... Earnings... 3.74 2.28 1.30 1.58 2.55 1.69 1.83 2.32 1.46 2.4? 2.42 
Dividend... 4.00 4.00 3.00 2.00 3.00 1.50 2.50 2.00 1.50 au 2.35 
Earnings. ..——— Not available ———— 0.48 0.62 1.30 1.62 2.43 1.37 2.08 14 
Dividend... .... None None None 1.183 1.433 0.75 1.41 AY 
Earnings... 3.04 2.43 1.88 1.63 2.22 2.74 3.20 256 2.54 3] 
Dividend... 2.50 2.1244 2.00 1.50 1.75 2.00 3.62, 2.371 250 300 334 
Johns-Manville ............ Earnings... 3.66 0.08 14.27 D0.56 0.30 2.19 $33 5.80 1.09 4.28 177 
Dividend... 3.00 3.00 0.25 None None None 4.25 4.75 0.50 2.75 1.85 
Kalamazoo Stove .......... Earnings... 0.84 0.12 10.17 0.84 129 3.20 3.59 3.05 0.84 O.1¢ 1.43 
Dividend... 1.50 0.79 None 0.17 0.58 0.67 2.58 2.00 0.621% 0.50 O0o4 
Kansas City Southern .... Earnings... 2.09 D1.55 D7.41 D6.17 D5.99 D0.87 0.01 D1.64 0.15 D2.86 
Dividend... 5.00 3.00 None None None None None None None None O80 
Kaufmann Dept. Stores.... Earnings... 1.81 1.02 D1.10 0.49 4.35 1.75 2.60 2.63 0.96 1.67 1.32 
Dividend... 1.50 1.1214 0.65 0.20 0.40 1.00 2.25 1.60 1.15 0.80 1.07 
Kayser (Julius) .......... . Earnings ...£1.92 £1.00 £103.23 £0.22 £0.3 £0.93 £1.51 £2.19 £0.20 £1.83 0.70 
Dividend... 3.25 1.37% 0.25 None 0.50 1.15 1.75 2.00 0.25 1.50 1.20 
Kelsey Hayes Wheel “B’’..Earnings... —-Formed January 1933— 15.19 D0.50 3.27 1.91 1.79 D5.19 1.30 D0.37 
: Dividend... .... aes re None None None 1.50) None None None 0.21 
Kennecott Copper ......... Earnings... $1.66 §0.41 D0.68 $0.21 $0.53 $3.22 $2.36 $4.60 §2.10 $3.14 1.56 
Dividend... 3.75 1.50 0.12 None 0.45 0.65 1.70 3.50 1.75 2.00 134 
Keystone Steel & Wire.... Earnings... £0.55 £0.07 £10.47 £0.08 £1.34 £1.40 £1.90 £1.53 £0.9¢ £1.18 25 
Dividend... 0.31 None None None 0,38 0.63 1.38 0.70 0.65 0.80 049 
Kimberly-Clark ........... Earnings... 4.98 2.37 D0.02 0.32 D0.33 0.72 1.76 3.61 2.66 4] 1.96 
Dividend... 3.00 2.50 1.4334 None None 0.3714 1.00 2.00 1.00 1.75 1.31 
. Earnings. .1)1.12 D6.77 D4.54 11.97 D0.80 D1.54 D1.02 D0.82 D0.95 10.02 11.9% 
Dividend... 1.00 0.50 None None None None None None None None 0.15 
ee rrr Earnings... 1.90 1.69 1.01 1.53 1.76 1.84 1.99 1.95 1.64 1.90 1.72 
Dividend... 1.60 1.60 0,90 0.45 0.80 1.00 £33 1.20 1.20 1.20 1.13 
Kresge Dept. Stores........ Earnings. ..a0.07 a0.08 aD0.22. aD1.26 aD1.28 aD0.46 aD0.01 aQ.13 aDo.n2 10.2 
Dividend...None None None None None None None None None None None 
Earnings... 2.25 2.10 1.40 2.38 2.20 2.31 1.38 1.93 > HS 
Dividend... 0.50 0.50 0.50 0.50 0.75 1.09 2.00 1.60 1.60 1.60 1.04 
Kroger Grocery ............ Earnings... 1.14 1.46 1.48 2.46 2.29 1.99 1.91 1.54 2.04 3.02 +64 
Dividend... 1.00 1.00 1.00 1.00 1.80) 1.60 1.90 1.60 1.90 2.50 1.53 
Laclede Gas Light ........ Earnings... 8.50 7.44 7.61 4.65 1.32 DC.49 10.94 D0.01 D328 
Dividend...10.00 8.00 6.00 6.00. None None None None None None 20 
Lambert Company ........ Earnings... 9.52 8.32 5.08 2.99 2.96 2.03 1.70 1.54 7 oy 1.69 7s 
Dividend... 8.00 8.00 7.00 4.00 3.00 2.75 2.00 2.00 1.50 1.30 0% 
a—12 mos. to Jan. 31. f—12 mos. to June 30. k—12 mos to Nov. 30. m--Calendar year ended Dec. 31. D Deficit. *—Change ir scal year 


§$—Before depreciation and/or depletion. 
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“THAT THEY 
SHALL NOT 


Over the blood drenched roads in Europe plod millions of stricken 
refugees seeking some haven of security where they may rest their tired 
bones and harassed minds. 


Old and weary men and women, children, babes in arms, many 
orphaned, the lame and physically incapacitated, all ruthlessly deprived 
of home and possessions, are frantically fleeing from the Golgotha that 
had so suddenly engulfed them. 


Here is a heart-rending picture of misery. A trek of millions violently 
exiled from homes and dear ones, searching with groping eyes for some 
Angel of Mercy to descend and alleviate their poignant sufferings. 


Let them not hope in vain—let them not despair that their appeal will 
remain unanswered. Money, clothes, medical supplies and food are 
urgently needed. If there was ever a cause which should appeal to the 
generous and humanitarian spirit of the American people this cause 
surmounts them all. 


There exists that Angel of Mercy these stricken refugees are seeking. 
It is the Red Cross. It is ready to see that your worthy gifts reach them 
with great speed so that none will perish for the lack of ministration and 
sustenance. 


Give generously and give promptly. It is the greatest investment the 
human conscience can make and it will bring its rich reward in the 
knowledge that this humane appeal has not remained unanswered. 


Send your contribution to your local Red Cross Chapter—your 
Angel of Mercy. | 
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Industrial Boom Begins! 


Billions of dollars are to be spent as quickly as 
possible. Even World War pace will be exceeded. 
Ramifications and beneficiaries are innumer- 
able. The effect on the country’s industrial struc- 
ture is discussed by Louis Guenther on page 3. 


How “Safe” Are Markets 
Under the SEC?...... 


What About Retail Trade 
Trends and Prospects? . . 


RCA Resumes Uptrend 


1941 


4“: 
4 merica’s -Year- nvestment an usiness Weekly 
— 
— 
2 e's 
a 


Now’s the Time to 


Courage for Hysteria and Despair 


ANY securities were recently driven to prices 

far below actual values. Hysteria, and not 
reason, was the motivating factor, with the result 
that thousands of misguided investors suffered 
material losses of capital and income. Now, if ever. 
sane thinking and dependable guidance are essen- 
tial. 

The surrender of France and America’s tre- 
mendous new preparedness program are two new 
developments that require every investor im- 
mediately to re-examine his investment portfolio in 
the light of these major factors. To meet the result- 
ing investment problem effectively, FINANCIAL 
WORLD is the indispensable source of essential 
facts, interpretations and advice. 


It is generally agreed that the new status of the 
war. makes it less likely that the present Adminis- 
tration will draw the United States into the list of 
combatants. Public demand increases for greater 
preparations for defense but to avoid U. 5S. entry 
into the war. 


America is now aroused to its dangers and, with 
our high speed production facilities being reorgan- 
ized for defense, we will be in an impregnable 
position long before any foreign foe can attack us. 
All this preparation will stimulate business and add 
substantially to the total national income. and to 
corporation revenue. in 1941. Many companies 
will benefit—others will suffer. 


Keen discrimination is essential in taking advan- 


Your Opportunity to Keep Well Posted at the Lowest Possible Cost 


FINANCIAL WORLD, 2! West Street, New York 1. 26 


For the enclosed $10 please enter my order for: 


(a) An immediate survey of my 20 listed securities (See note 


4b 


(c 


(d 


(e 


) 


) 


below) (write on separate sheet) 


The next 52 weekly issues of FINANCIAL WORLD 
(1,664 pages of vital investment facts and analyses) 


The next 12 issues of the popular monthly stock ratings 
and data book — “INDEPENDENT APPRAISALS OF 
LISTED STOCKS” (Covers 1,600 Listed Stocks) 


The privilege of obtaining confidential advice by letter on 
one security at a time, as per your rules 


“10-Year Dividend Honor Roll’, “20 Stocks Selling For 
Less Than Net Current Assets’’ and “100 Stocks Selling 
at Less Than 6 Times Earnings” 


FOR SPECIAL WITH 
Add $1.95 to $10 subscription price for large new book 


Add 50 cents extra for June Bond Guide showing rati 


Send $7.25 for a 6 months’ subscription and large new book of “Factographs” (published May Ist) 


Note—Our personal advice is limited to securities on N. Y. S. E. and N. Y. Curb. 


Substitute Vision and 


tage of today’s opportunities. FINANCIAL 
WORLD is in a position not only to help you make 
the wisest decisions but to maintain a sounder 
investment perspective in the months ahead. It has 
always been true in the past (and history will in all 
probability repeat itself) that investors who have 
had the foresight to purchase sound securities in 
panics have fared far better in the long run than 
those who have sold in panics. 


Furthermore, there can be no doubt that the 
present occasion offers one of the opportunities of 
a lifetime to readjust your investments so as to 
benefit most from the rebound in prices when it 
occurs. 


Whether or not securities will go to lower levels 
than they have already reached we don’t know, 
nor shall we attempt to prophesy. But we do know 
that many securities have been selling at far less 
than their actual values. To every new yearly 
subscriber we will send a list of “20 Stocks Selling 
For Less Than Net Current Assets Per Share,” 
also “100 Stocks Selling At Less Than 6 Times 
Earnings.” 


At a time like this, when straight, unemotional 
thinking is so essential, FINANCIAL WORLD can 
easily be worth a hundred, or even a thousand, 
times its price to you in helping you to penetrate 
the fog and to evaluate more accurately your own 
investment needs. Don’t delay your subscription. 
‘Use “the big value” coupon before August 1. 


Name 


Address 


City 


State 

SUBSCRIPTION 
of “Factographs” (published May Ist) Total $11.95 
ngs and vital data on 4,800 bonds ($2 value) 


' 


